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Egypt's first steel plant is nearing the 
construction stage. It will be built in the 
Nile Valley near the Aswan Dam and 
will cost $80 million. Of this amount, 
$60 million will be raised in the U.S. 
and the rest in Egypt. Production is to 
start within four years. Plant capacity will 
be 600 tons a day. 


o 90 Oo 


International trade in sugar has been 
freed from controls for the remainder of 
this year. The International Emergency 
Food Council has stopped allocating sup- 
plies among importing countries because 
of the big increase in stocks. 


o 0 °O 


Japanese-Russian trade is increasing 
slightly. Japan is to build 100 wooden 
tugboats and 75 barges for use in the 
harbors of Russia's Sakhalin Island. In 
exchange, Russia will send Japan 25,000 
tons of coking coal and 4,000 tons of 
graphite, needed in the making of high- 
quality steel. 
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The Netherlands was the largest ex- 
porter of pig iron in the 12 months 
ending July 1. Out of a total output of 
220,000 tons, it shipped out 120,000 
tons. Before the war, the Dutch exported 
an average of about 217,000 tons a year. 
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Large new veins of high-quality clay 
have been found in the State of Hesse in 
the U. S.-British zone of Germany. This 
type of clay was an important item of 
export before the war and is expected to 
become so again. The United States buys 
it for the manufacture of crucibles and 
other receptacles used in the chemical 
industry. 
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Cuba is reducing acreage of sun-grown 
tobacco for the 1947-48 season. The crop 
is to be cut to 50 million pounds, about 
89 per cent less than the 1945-46 crop 
but about equal to the prewar average. 
Drop in demand prompted the reduction. 
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U. S. fishery experts are to begin work 
in October on the development of a high- 
seas fishing industry in the South Pacific. 
Preliminary conferences will be held in 
Hawaii and the Philippines. Congress 
authorized the program before the sum- 
mer recess but appropriated no money 
for it. The Japanese dominated the off- 
shore fishing industry around Pacific is- 
lands before the war. 
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A British firm is planning intensive 
development of the palm-oil industry 
in Malaya. It already has acquired its 
first estate of 4,000 acres. A two-mil- 
lion-dollar processing factory will be 
built at Kuala Lumpur as soon as special- 
ized machinery can be obtained from 
Great Britain. The factory will produce 
high-grade soaps and margarine and 
other edible fats. 
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Russia now is exporting potash. Al- 
though before the war, it mined hardly 
enough for its own needs. Present ex- 
ports apparently come from fields in 
the Urals opened up during the war. 
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Britain is pushing the development of 
Southern Rhodesia. A special commission 
has been set up to decide the order in 
which its resources should be exploited. 
The region is rich in minerals, such as 
chrome, asbestos, mica and copper. The 
British hope to sell large quantities of 
these minerals to the United States to 
earn dollars. 
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Europe's shortage of coal is forcing 
Austria to divert rail traffic. Except on 
electrified lines, through traffic now is 
accepted only if neighboring countries 
supply coal for the locomotives. Because 
of Austria’s central position in Europe, 
this often means expensive detours. — 
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Tin production continues to lag in 
Burma. Current production of tin and 
wolfram is only 4 per cent of the 1939 
output. Only 120 mines are operating, 
compared to approximately 600 worked 
in 1939. 
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Sweden’s highway system is to be im- 
proved and extended. No work was done 
on the roads during the war. Nearly 45 
per cent of the mileage must be rebuilt 
to withstand a wheel pressure of three 
tons. Gravel roads are to be covered with 
hard surfaces at a cost of about $225 
million. Approaches to a number of pop- 
ulation centers are to be rebuilt and new 
roads laid out. 
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Memo from the Editors 


World Report 


. U.S. Pat 





Evrope’s recovery is the world’s No. 1 economic problem. What 
the European nations plan to do, and what they need, to achieve re- 
covery is the key to the gigantic project’s success. The 16 European 
nations participating in the Marshall Plan have compiled an official re- 
port on their co-operative recovery program. World Report, on pages 
27 through 47 inclusive, gives you the full official text of the General 
Report of the Committee of European Economic Co-operation. 


Hungary is not in the Balkans. Stephen Huzianyi, of Chicago, 
takes exception to a statement in World Report which included Hun- 
gary in a discussion of Balkan problems. Hungary, Mr. Huzianyi de- 
clares emphatically, is in Central Europe, not on the Balkan Peninsula. 
The Maygars of Hungary are of Turco-Tartar ethnic origin and the 
Hungarian language is a mixture of Finnish-Ugric and Turco-Tartar. 

We hereby move Hungary back where it belongs, in East-Central 
Europe. 

The Balkan nations are Albania, Bulgaria, Greece, Yugoslavia, 
Romania and Turkey. 


A Dutch view of Indonesia is given in a letter Mrs. Frank D. 
Doble, of Chautauqua, Ohio, has received from her brother, G. A. 
Heyning. Mr. Heyning, an officer in the Dutch naval air force during 
the war, is now back in Batavia as a civilian. 

After reciting the events that transformed the Netherlands East 
Indies from a wealthy Dutch colony to a battleground between Dutch 
and Indonesians—and before the United Nations—he writes: 

“There (before the U.N.), of course, this problem will not be 
weighed on its own merits; it is simply one of the trump cards in the 
huge poker game of international politics, whereas it should have re- 
mained a purely internal problem for the Netherlands and East Indies 
themselves. 

“Apart from Russia and a few other nations, who will always gain 
by chaos in some other part of the world, the world in general would 
be served tremendously by a peaceful and producing N. E. I. Peace, 
followed quickly by production, can only be gained in the N. E. I. 
under Dutch rule, while the Dutch pledge themselves to give the na- 
tives their rightful say whenever they show themselves capable of 
doing so. 

“There is not a soul who wants to go back to the colonial system of 
60 years ago and only very few Dutch think we should return to the 
pre-1942 administration. 

“Of course, the final goal for the N. E. I. must be independence and 
self-rule, but it will have to be achieved by evolution and not by 
revolution.” 


The Editors of “Wortd Report 
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FROM THE CAPITALS OF THE WORLD 


For World Report 
Issue of October 7, 1947 
Volume 3, No. 15 


It's important to get straight what the U.S. is asked to do about Europe. 

Plainly stated, it looks this way: 

1. Emergency help from now until March 1948. That's for France and Italy. 
It's to be largely for food, some coal. New dollars--half or three quarters of 
a billion. It has to be scraped together from idle funds or from a special 
grant. Either way, leaders of the U.S. Congress are asked to countersign the 
check, to give their approval formally or informally. 

2. Long-range aid intended to put Europe on a pay-as-you-go basis by 1952. 
That's the planners’ delight, the Marshall idea of passing out dollars in return 
for more self-help by 16 nations. It runs up into multiple billions. As mat- 
ters stand, the U.S. Congress is neither willing nor able to commit itself to 
such an outlay for four years. There's to be debate, crossexamination, months of 
study. You get the official text of Europe's recovery scheme, beginning on page 27. 


There's confusion about both phases. Take the emergency part: 

U.S. diplomats undertook to wean France and Italy from Communist leaders. 
There was more than a hint that U.S. would do all necessary to keep both of 
those nations afloat, provided Communists were thrown out. That sounded fine. 

Actually, U.S. raised hopes that now are difficult to fulfill. 

France's Government isn't strong enough to stand alone, is just depending 
from week to week on U.S. aid. France needs $450 million before March 1948. 

Italy's Government is weak and shaky, hanging on by the skin of its teeth. 
There isn’t any assurance that new dollars will do more than buy a little time. 

Of course, stopgap aid is being advocated as a first installment or down 
payment on genuine reconstruction. That's largely window dressing. It is ob- 
vious that there can't be a Marshall Plan or a trial of organized recovery un- 
less the key nations are kept alive. But food consumed and coal burned in homes 
isn't going to produce many more goods than now are being produced, isn't going 
to get basic industries into an earning position. It might as well be labeled 
political relief, which it is, as a countermove to resist Communists. 


As for the longer pull, there's now a set of bulky volumes, of thousands of 
words of expert reasoning on how Europe can balance its books with U.S. billions. 
Even so, it's more accurate to call it a‘rough sketch. One reason is this: 

Europe's planners are promising to increase production at a rate equal to 
wartime expansion in the U.S. That's too good to be true. It's to be recalled 
that the U.S. performance broke all records; that it was made on full stomachs, 
under war pressures. It can't be duplicated on the diet Europe can expect. 


(over) 
(No part of this or any other page may be reproduced without written permission) | 








WORLDGRAM==- (Continued) 


Some other weak points of prime importance are these: 

Eastern Europe, despite Russian control, is counted upon by 195l to provide 
grain and many raw materials. That's wishful thinking. Even if Russia permits, 
Eastern Europe won't again have such produce to sell in prewar quantities. That 
area has a rising population of its own, is shifting to more industrialization. 

Purchases of needed materials are figured at mid-1947 prices. But buying 
next year may be at higher levels. And it's risky to depend, as the planners 
did, on a definitely lower price range in the years beyond. 

Financial reforms are pious hopes and not too much more. Ordinary budgets | 
are to be balanced, perhaps, but there are loopholes for extraordinary spending. | 
There is talk of raising revenues, but silence on any cuts in expenditures. | 

In other words, the planners blandly assume that Europe will work harder, 
produce more, buy cheaply and reform itself in four years. Targets are set high, 
but the effort to reach those targets is far from being guaranteed. 














There's doubt, too, about the fields selected for emphasis..... 

Shipbuilding is advocated on a scale to restore prewar tonnage. Yet ships 
now operate at faster speeds and a huge rise in cargoes isn't in sight. Point 
is that, in order to spend fewer dollars on sea freight, in order to make less 
use of U.S. ships, European nations are ready to apply steel and coal and labor 
to shipbuilding on a big scale. There's danger of overexpansion. 

Electrification is proposed on a pattern that would tie up materials and 
labor for long periods without any quick return. 

It's clear that many of the 16 nations cling stubbornly to national ideas 
of economic development and independence. On the surface, they're willing to 
join hands, to forget national competition for the common good of Europe. But 
beneath such sentiments, the figures show an effort by almost everyone to 
realize the maximum of its own national economic aspirations. 








There's still another limitation on what to expect in Europe..... 

Food for Europe, at best, will fall short of needs. Europe's needs are 
rising while U.S. supplies of basic grains are shrinking. 

U.S. is bound to ship less grain to Europe than is currently going out. 
You get this story on page 7. 

On both sides of the Atlantic, constant use of the dollar sign to measure 
Europe's distress or U.S. aid is misleading. Europe wants dollars only to pur- 
chase the things that Europe doesn't produce. Yet U.S., with all its dollars, 
can't deliver grain that isn't available, can't ship corn lost to bad weather. 
The trouble in most of the world is simply that there isn't enough food being 
grown, or textiles woven or coal mined to keep people nourished, clothed and 
working. Six years of war left the world weaker than anyone realized. 








What the prospects for Europe add up to are these: 

Food and coal will continue to be supplied by the U.S. on a basis of check- 
ing hunger and reducing suffering. That's to hold good for this winter, at least. 

Dollars for reconstruction, for use in reviving industries so people can work, 
will be handed out slowly. A figure of $8,000,000,000 for 1948 may be halved. 

There's a lot of U.S. feeling that European nations are not ready to do all 
they can to get their own affairs straightened out. The U.S. Congress is likely 
to insist that European nations put stronger actions behind paper plans. 
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EUROPE’S IDEA 


Reported from 


Amount of aid to Europe to be 
appropriated by the U.S. Con- 
gress for 1948, first year of the 
Marshall Plan, is almost certain 
to be less than the $8,000,000,000 


Europe wants from the Western © 


Hemisphere. 

All the items requested for 
Western Europe's four-year plan 
will not be available from the 
United States. 

Strings are to be firmly at- 
tached to whatever loans or 
grants Congress finally votes. 


o 0 9 


The United States is getting ready to 
help Europe again. But American aid 
won't look like the Paris version of the 
Marshall Plan, official text of which be- 
gins on page 27 of this issue of World 
Report. | 
@ What finally emerges from delibera- 
tions by the Truman Administration and 
the U.S. Congress is to differ from the 
Paris blueprint both in size and in shape. 
Lengthy report of 16 nations of Western 
Europe merely gets the argument under 
way. 

Already it is apparent that Europe will 
not be able to get all the goods she 
wants from America. Some items will not 
be available for export at all. And what 
is sent will go out under conditions to 
be devised by Congress. 

No four-year plan can in fact be voted 
by a U.S. Congress. The 80th Congress, 
which goes out of office in January 1949, 
cannot commit the 81st Congress. Public 
money is appropriated for one year at a 
time. 

q A vast U.S. program is nevertheless 
in the cards. 

America’s Secretary of State, George C. 
Marshall, last June laid the groundwork. 


—— Dispc U.S. Pat. Of. 








OF AID FROM AMERICA 


Help for 16 nations and Western Germany 
to be less than envisioned in Paris plan 


He said the U.S. would support a Euro- 
pean recovery program if Europe did 
everything possible to help itself. This is 
what the leaders of Western Europe now 
promise. 

The Truman Administration is heavily 
committed by Marshall’s June speech. 
Ever since, President Truman and his top 
officials have urged and worked toward 
more aid for Europe. 

A special group of prominent citizens 
has been asked by the President to deter- 
mine whether America can provide the 
help requested in the Paris report. Actu- 
ally, this group, known as the Harriman 
Committee, already has reached the con- 
clusion that some sort of Marshall Plan 
is necessary. Leading bankers and busi- 
nessmen, interviewed by representatives 
of World Report, have come to the same 
conclusion. 

Determining voice, yet to be heard, is 
that of Republican leaders in Congress. 
Senator Robert A. Taft, majority leader, 
warns that the U.S. must not establish 
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PRESIDENT TRUMAN 
He shapes the plan 


PARIS, ROME, NEW YORK and WASHINGTON 


an international Work Progress Admin- 
istration. 

But as top ranks both in U. S. Govern- 
ment and business see it, basic question 
is not how much the Marshall Plan will 
cost. What the issue boils down to is how 
much it would cost the U. S. not to help 
Europe. 

@ First aid, furthermore, can’t wait for 
a complicated four-year plan to begin. Or 
so the Truman Administration believes. 

President Truman relies on Secretary 
Marshall to bring congressional leaders 
around to the same belief. Gold and 
dollars immediately available, it is esti- 
mated, add up to considerably less than 
$500 million. France and Italy are 
thought to require at least twice that 
much for the next six months, beginning 
October 15. A congressional appropria- 
tion is therefore indicated before January 
1. This would require a special session. 

Waiting until Congress convenes in 
January is held to be a dangerous gamble. 
Strikes in Italy, led by Communists, may 
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SECRETARY MARSHALL 
He laid the groundwork 
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HOW MUCH WOULD IT COST NOT TO HELP EUROPE: 
U. S. Congressmen and Ambassador Douglas (2nd from right) discuss U. K. needs with British Food Minister Strachey 


overturn a non-Communist Government. 
Informed observers in Paris, according to 
a radio message from William H. Lowe, 
staff correspondent of World Report, 
doubt that the present French Govern- 
ment could last three weeks without 
quick aid from the U. S. 

Communist domination of both France 
and Italy thus is held out as an early 
possibility. President Truman and Secre- 
tary Marshall do not wish to run that 
risk, if it can be guarded against by stop- 
gap dollars. Assumption is that Congress, 
when fully informed, will feel the same 
way about it. 

@ The Marshall Plan itself, as drawn up 
at Paris, goes far beyond any stopgap 
program in size and aim. 

In aim, the 16 nations of Western Eu- 
rope propose not only a recovery pro- 
gram. Their blueprint also calls for ex- 
pansion of industry and agriculture to 
levels never before reached in Europe. 
This is to be done in four years, 1948 
through 1951. 

Plan is to expand steel output 20 per 
cent above the prewar level, coal at 
least 5 per cent, capacity to generate 
electricity by more than 60 per cent. 
Increase in oil refining would put it two 
and one-half times prewar. Inland trans- 
port is to be in a position to carry 25 
per cent more than before the war. Pro- 
duction of cereals is to exceed 1938 levels, 
as is output of sugar and potatoes. 
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Production levels in Western Europe 
are in most cases below prewar, in food 
and coal far below. Goals set at Paris 
therefore assume a high rate of increase 
per year for the next four years. The 
Paris report describes this expansion as 
similar in general scale to that achieved 
by the United States between 1940 and 
1944, under pressure of war. 

If Western Europe can match the U. S. 
expansion of wartime, this is what it 
means: Total output of goods and serv- 
ices will increase 50 per cent. Production 
of raw materials will rise 60 per cent. 
Factory output will treble. Industrial 
production, instead of rising 4 per cent 
a year, the long-time U.S. average, will 
go up 15 per cent a year. To accomplish 
all this, on the American pattern, how- 
ever, would require an increase of 20 
per cent in the labor force and a similar 
increase of 20 per cent in the average 
work week. 

In size, the four-year program worked 
up at Paris is impressive. Over all, the 
16 nations and Western Germany as- 
sume imports of goods and services 
amounting to $57,300,000,000, at mid- 
1947 prices. The planners think Europe 
can pay for 61 per cent of these imports 
through its own exports and other earn- 
ings. Remaining 39 per cent, however, 
depends on credit. 

Total demand for dollars on credit 
thus comes to $22,400,000,000. In 1948, 
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-Keystone 


the figure would be slightly over $8,000,- 
000,000. In 1951, fourth year of the Plan, 
the amount would be down to less than 
$3,500,000,000. 

If the World Bank, as suggested, 

finances some $3,000,000,000 of capital 
equipment, the burden on the Americas 
would stand at roughly $19 billion. Of 
this, approximately $15 billion appar- 
ently represents American exports to 
Europe, the remaining $4,000,000,000 
exports from Canada and Latin America. 
Whether the United States is to finance 
the whole $19 billion, however, is not 
made clear. 
@ Strength of the Paris blueprint rests 
mainly in the fact that 16 European 
nations submerged national rivalries and 
ambitions long enough to produce it. U. S. 
officials can recall no comparable instance 
of international co-operation in time of 
peace. 

American representatives at Paris— 

Under Secretary of State Will Clayton, 
Ambassadors Lewis H. Douglas and Jef- 
ferson Caffery—were impressed by the 
Europeans plans for self-help and mutual 
aid. 
@ Key question, as the Paris product 
goes under the U.S. microscope, is 
whether the governments of Western 
Europe have the political strength to 
make good their pledges of more produc- 
tion, internal stability and increased co- 
operation with each other. 
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HUNGRY WINTER AHEAD 
FOR MOST EUROPEANS 





Reported from PARIS, BERLIN, 
ROME and WASHINGTON 


The threat of famine is so seri- 
ous in Western Europe that the 
U.S. now is planning to divert 
food shipments from other areas 
to save that part of the world. 

Rations in Western Europe al- 
ready are falling. 

Despite special efforts by the 
U. S., there will be less to eat in 
Europe this winter than there 
was in the winter of 1946-47. 


oo 90 


How low food rations will go this 
winter in Western Europe is a question 
that is worrying European governments. 
American officials connected with the 
Marshall Plan also are concerned. 

@ Best estimate now is that Western 
Europeans will have about 10 to 15 per 
cent less to eat than they had last winter. 

The reduction won't be the same in 
all countries, however. Some will be 
much worse off than last year. In a few 
areas, people may fare a little better. 
In Germany, for instance, they could 
hardly eat less and survive. 

Prospects are that Western Europe will 
receive about the same amount of food 
from the outside in the current fiscal 
year as in the same period of 1946-47. 
Ration cuts will be due largely to smaller 
crops at home, not from reduced imports. 
@ The U.S. is to reduce food shipments 
to other parts of the world this year so 
that exports to Western Europe can be 
kept close to last year’s level. 

Eastern Europe will get little Ameri- 
can food, if any. That area was not hit 
as hard by the European drought. It has 
harvested enough food of its own to get 
through this crop year. 

Latin America also will get less grain 
from the U.S. in the current fiscal year. 
Last year there was no limit on the 
amount of food Latin-American coun- 
tries could buy in the U. S. They bought 
a lot. This year U.S. sale of food to the 
Western Hemisphere will be more close- 
ly regulated. 


The Far East also will stand lower on 
the priority list for U.S. food. Allied 
headquarters officials in Tokyo already 
have warned the Japanese to expect 
much less from the U.S. from now on. 
@ The Marshall Plan area will get a 
large part of the food saved by reducing 
U.S. exports to Eastern Europe, the 
Far East and Latin America. Countries 
hit hardest by last year’s droughts, floods 
and freezes will get first call. 

France probably will get more food 
from the U. S. this winter than last. She 
still will be one of the hungrier nations 
of Europe because of severe crop failures. 

Germany also is expected to get more 
food from the U.S. this year. The U. S. 
and Britain don’t want another German 
famine like last winter's. At that time, 
starvation at times was commonplace in 
Germany. Calory levels fell below 1,100 
a day in some places. 

At present, Germans in the Anglo- 
American zone are getting about 1,400 
calories a day. Bi-zonal occupation off- 
cials are hoping to hold diets at least up 
to that level until next year’s harvest. 
The earlier target of 1,800 calories a 
day for the Germans is out the window 
for the rest of this crop year. 

Italy faces another hungry winter, 

possibly worse than the last. A food crisis 
is most likely to come in the spring, when 
the year’s supply of grain runs out. 
@ Ominous signs of hunger already are 
showing up all over Western Europe. 
Food stocks in most countries are lower 
than they were at this time last year. 

A wave of ration cuts, at a time of year 
when food normally is plentiful, shows 
that Europeans are tightening their belts 
for a hard winter. 

The Dutch have just cut their bread 
ration 10 per cent. 

The French have reduced bread ra- 
tions to about six ounces a day per per- 
son. That’s one third less than last year’s 
ration, which Frenchmen considered too 
little. It’s less than the French got under 
German occupation. 

The Swedes also have recently re- 
duced the amount of bread their people 
are allowed to eat. 

Spain has cut the daily bread ration 


nearly 40 per cent, to less than five 
ounces. 

Italian rations are at rock bottom and 
the future is uncertain. 

Killing of livestock is abnormally 
heavy in much of Western Europe. Pas- 
tures have dried up in the drought. 
There is less feed of all kinds for animals. 

Slaughtering is highest in the countries 
that traditionally depend heavily on their 
dairy industries: the Netherlands, Bel- 
gium, Denmark and Switzerland. 

So much meat is coming onto the 
market in Switzerland that the Govern- 
ment has suspended meat rationing. For 
a few weeks or months, meat will be 
more plentiful in other countries too. 

But when the meat is gone, the food 

situation will be worse than before. Not 
only will there be less meat; but also less 
milk, cheese, butter, lard and eggs. 
@ End of the food crisis in Western Eu- 
rope is not yet in sight. Despite increased 
efforts by the U.S. in coming months, 
Europe's diet probably will get smaller 
before it gets larger. 


MOINS DE PAIN 
CEST LA MORT/ 





wr 


neystone 


‘LESS BREAD! IT IS DEATH! 
It is less even than under the Nazis 
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DROP IN SALE OF AMERICAN CARS ABROAD 


Reported from NEW YORK, DETROIT and WASHINGTON 


Overseas markets for U. S. pas- 
senger cars are beginning to 
shrink. 

Demand for new cars still is 
the highest in history, but the 
widespread shortage of dollars 
is forcing country after country 
from the list of would-be buyers. 

Full effect of the trend is yet 
to be felt. In 1948, sales abroad 
are expected to slump as much 
as 20 per cent. thus diverting 


more new cars to the home mar- 
ket in the U. S. 
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@ The developing slump in sales abroad 

is the first real check the U.S. automo- 
bile industry has met in its postwar come- 
back as the No. 1 supplier of passenger 
cars. Percentage of production going 
overseas has been running well above 
the prewar average of 6 per cent. 
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In 1946, new cars and chassis shipped 
to other countries totaled 144,061, with 
a price valuation of $122,227,208. This 
represented 6.7 per cent of the industry’s 
production. As the accompanying chart 
shows, shipments did not hit a good 
stride until the last half of the year. Re- 
conversion troubles, strikes and the ship- 
ping shortage kept volume down in the 
first six months. 

In 1947, 8 per cent of all new cars 
were sold outside of the U. S. in the first 
half of the year. There has been a drop 
since then. It is estimated that current 
shipments are taking only 7.6 per cent 
of production. Even so, the year’s ship- 
ments are to exceed the 1939 total of 
164,615 units. 

Best export year for the U.S. auto in- 
dustry was 1929 when 451,095 cars, 
worth $239,633,163, were marketed 
abroad out of the total passenger pro- 
duction of 4,587,400 units. 

@ Market shifts gave the first warning 
ot coming changes in export sales. 

European nations, after a buying 
splurge in 1946 and the early months of 
1947, began to taper off their purchasing. 
They discovered they were running short 
of dollars and had to conserve them 
for more essential goods. 

Latin America took up most of the 
slack at first. The nations of the Western 
Hemisphere emerged from the war big- 
ger customers than ever for U.S. cars. 
For a while, they bought all they could. 
But now dollar shortages are whittling 
down the size of this market. 

A further reshuffle is looked for. Can- 
ada, the No. 1 customer for the first half 
of the year, finds itself more and more 
pinched for dollars. Canadians may have 
to buy fewer cars. Best markets now are 
South Africa, Venezuela and Panama. 
There are good prospects, too, in the 
Philippines. 

High prices have not yet proved an 
obstacle to sales, largely because of the 
big backlog of demand built up during 
the war. However, prices may well in- 
fluence future market shifts. 

The cost of U.S. cars to overseas cus- 
tomers now averages more than three 
times as much as in 1931. Then cus- 
tomers abroad paid $53,047,943 to buy 
134,304 passenger cars from the U.S. 
In the first six months of this year, they 
were paying $166,274,746 for almost the 
same number—137,533. 


@ Curbs on the import of U.S. pas- 
senger cars now exist in a number of na- 
tions. In all cases they stem directly or 
indirectly from dollar shortages. 

Flat embargoes have been imposed by 
Mexico, Brazil, Argentina, India, Paki- 
stan, Syria, Lebanon, China, Czechoslo- 
vakia, Denmark, Sweden and France. 
New Zealand is stopping the purchase 
of U.S. cars next year. Other nations 
may take similar action. 

The nations now banning the import 
of new cars bought 51,543 in the first 
half of 1947. This was well over one 
third of all sold abroad in that period. 
When New Zealand’s ban becomes ef- 
fective, it will cut another 1,100 U.S. 
cars off the export list. 

Import limitations of various sorts are 

in effect in a number of additional coun- 
tries. Britain is not buying cars from the 
United States because of her austerity 
program. The Netherlands and Belgium 
take only low-price models. Spain, Greece 
and Norway permit few cars to be im- 
ported. 
@ Loopholes, however, keep manv of 
these restrictions from disturbing U. S. 
manufacturers very much, at least for 
the present. 

Prepayment deals enable some ship- 
ments to continue temporarily despite 
embargoes. Argentir2, for example, gave 
dealers an ample supply of dollars in ad- 
vance, so normal imports of new cars are 
provided for until the end of the year. 

Brazil will still accept shipments un- 
der certain credit terms. However, the 
arrangements are so involved that U. S. 
traders dislike doing business on such 
a basis. 

Parts do not yet come under the curbs 
applying to assembled cars. Thus Mex- 
ico, while banning new cars, still imports 
all the necessary parts and puts them to- 
gether. The shipment of unassembled 
parts to other nations also is running 
high, but a drop is expected as dollar 
shortages increase. 

Plants abroad are another factor. Most 
ot the big U. S. auto firms have factories 
or assembly centers in other countries. 
Some depend on unassembled parts from 
the U.S., but others can operate on the 
output of local industries. For instance, 
parts production in England, France and 
Italy could keep the European assem- 
bly plants of U.S. firms running at ca- 
pacity. 


AUTO EXPORTS: Topping Prewar Sales 
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@ Competitors of the U. S. are not likely 
to gain any significant advantages be- 
cause of the present circumstances of the 
trade. At least, this is the opinion in De- 
troit and in export circles at New York. 

Import bans now in force in both 
hemispheres, for example, apply not only 
to U.S. cars but also to those produced 
in Britain, France, Italy, or any other 
country. 

Dollars are wanted by all the produc- 
ing nations for the cars they sell abroad. 
And dollars are not likely to be found in 
markets which, for lack of them, have 
stopped buying U. S. cars. 

British competition is neither under- 
estimated nor overrated. Britain is now 
producing at a rate of more than 300,- 
000 passenger cars a year. Seventy-five 
per cent are marked for export. But 
Britain prefers dollars for them. 

The U. S. is the most attractive market 
to British dealers, yet their plans for 
American sales do not challenge U. S. 
firms. Britain intends to concentrate on 
two fields. One is the low-price class, 
with a car selling for less than $1,200. 
The other is the luxury class, with prices 
from $2,500 up. The British feel they 
cannot compete in the $1,200-$2,500 
price range which now covers most 
makes of U.S. cars. 


Only a trickle of new cars from other 
countries is reaching the U. S. now. Total 
imports for the first half of 1947 were 
757 cars. They ranged in price from 
$1,050 for a French model to $7,800 for 
the best British product. Britain hopes 
to have its low-price and luxury-type 
models on the U.S. market in quantity 
after November 1. 

Favorable trading conditions which 
Britain enjoys with other members of the 
Empire may enable its cars to displace 
the U.S. product in some places. Even 
this is uncertain, however. New Zealand, 
which ordered 14,000 cars from Britain 
in 1947, will take only 9,000 next year. 

South Africa may prove the big test- 
ing ground. It has been a big customer 
for U.S. cars over many years, buying 
$16,275,020 worth in the first half of 
1947. U.S. models have been preferred 
because their heavier construction is bet- 
ter suited to road conditions than the 
lighter cars formerly made in Britain. 
Now that the British are tailoring pro- 
duction strictly to the needs of export 
markets they may be able to end this 
disadvantage. Big consideration is that 
South Africa can pay in gold. 

Other competitors are not considered 
important by the United States indus- 
try. French exports in 1946 totaled only 
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32,788 units. Italy’s output of passenger 
cars has not yet reached 12,000 a year. 
In Russia, car and truck production 
combined is estimated at 165,000 a 
year, but no breakdown on the number 
of passenger models is available. With 
the exception of a few shipments to 
satellite countries, most of Russia’s out- 
put remains at home. 

@ In the long run, U.S. auto men are 
confident of holding their share in world 
markets, regardless of competition. Once 
trade conditions get back to normal, they 
expect to see sales abroad stabilized at 
about 6 per cent of U. S. production, the 
prewar average. 

Sales emphasis, meanwhile, is cen- 
tered on the Western Hemisphere and 
South Africa. Some exporters are writ- 
ing off the European market for at least 
10 years. In many cases, European dis- 
tributing systems have not even been 
salvaged from the war’s wreckage. 

Auto men say the picture can change 
greatly if the Marshall Plan succeeds in 
restoring the purchasing power of West- 
ern Europe. Until then, however, Cen- 
tral and South America, Africa and a few 
other areas like the Philippines are to get 
the most attention. Elaborate plans are 
afoot for expanding the outlets that serve 
them. 
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BEHIND THE U.N.’S BITTER CLASHES 


By blaming the U. S. for world 
tension, Russia is seeking to win 
support in areas of Europe and 
Asia where there is substantial 
anti-American feeling. 

By stressing war dangers in 
U. S.-Soviet discord, the Russians 
seek adherents among peoples 
everywhere who suffered in the 
last war and fear another. 
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@ Russia’s tactics in the United Nations 
General Assembly are designed to meet 
head-on the opposition to Soviet policies 
abroad. 

Russian diplomats know that this oppo- 
sition is not yet consolidated against them. 
They are trying to prevent its consoli- 
dation by employing strong warnings and 
harsh words. 

By holding firm against all pressures, 
whether from the U.S. or a majority of 
the U. N. members, the Russians seek to 
emphasize Soviet strength and to discour- 
age efforts to force them to yield. 

But the U.S. now is unyielding too. 
American officials are counting on a two- 
thirds majority of the Assembly to back 
their policy of opposition to Russia. 

As a result, disputes between the two 
powers are casting shadows on problems 
before the U. N. which involve no direct 
conflict between America and Russia. 
U. S.-Soviet discord is reflected not only 
in arguments about Greece and Korea, 
but extends out to reach U.N. debates 
over Palestine and South Africa. 

Other nations of the U.N. are being 
forced to choose sides between East and 
West. 

@ Greece is the primary battleground in 
this diplomatic struggle. 

The U.S. is urging the Assembly to 
denounce intervention in Greece by Yugo- 
slavia, Albania and Bulgaria. American 
proposals call upon the Balkan countries 
to halt all aid to the Greek guerrillas. An 
Assembly commission would follow 
through on the ground to seal Greece's 
northern borders. 

The Russians reject charges of Balkan 
intervention as unfounded. They object to 
a “border watch” commission. They argue 
it would divert attention from what they 
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Reported from NEW YORK 


term the real cause of the disturbances: 
Repressive measures of Greece’s Govern- 
ment aggravated, they say, by U.S. and 
British intervention. 

The Greek Government, meanwhile, is 
doubling its Army, aided by U. S. equip- 
ment. American loans are aiding the 
Greek economy. But guerrilla operations 
continue unabated. 

Before the Assembly, the issue arraigns 
the Greek Government on one side, Yugo- 
slavia, Albania and Bulgaria on the other. 
But the U.S. and Russia are the real 
adversaries. 

The U. S. believes Russia wants a Com- 
munist Greece to gain access to the Medi- 
terranean and the oil reserves of the Mid- 
dle East. Russia believes the U.S. wants 
an anti-Soviet Greece, within bomber 
rangé of the industry of the Ukraine and 
the oil wells of the Caucasus. 

@ The Korean dispute involves the 
U.N. in similar security problems, again 
indirectly. Korea shares a common border 
with the Soviet Far East, a few miles from 
vulnerable Vladivostok. U. S.-occupied 
Japan lies a few miles away across narrow 
straits. Both the U.S. and Russia want a 
regime in Korea friendly to themselves. 

Division of the country is the first 
problem U.N. investigators will face. 
The 38th parallel splits Korea. U.S. 
troops occupy the agricultural south. Rus- 
sian forces hold the industrial north. 
Economically, Korea is stagnating. 
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He casts a shadow around the world 





Unification of the country and U. S.- 
Soviet evacuation have been delayed 
pending formation of a provisional gov- 
ernment for all Korea. But Korean Com- 
munists are dominant in the north, right- 
wing groups in the south. The country is 
split by violent disputes among a large 
number of parties. No way has been 
found to get them into a single govern- 
ment agreeable to the United States and 
Russia. 

U. S.-Soviet negotiations having failed, 
the U. S. has asked the Assembly to make 
recommendations. Russia is countering 
with an offer to begin joint withdrawal of 
U.S. and Russian troops next year. But 
the U.S. fears this would enable the 
North Korean army to capture the 
country. 

The Soviet offer, however, bulwarks 

Russia's argument that all avenues of 
direct negotiation between the U. S. and 
Russia have not been exhausted and that 
Korea is not the business of the U. N. 
@ The Italian peace treaty is not the 
U. N.’s business either, Russia says, insist- 
ing that only the signatories to the treaty 
can revise it. Argentina, however, is press- 
ing Italy's case. 

Lightening of reparations burdens is 
Italy's main objective. The U.S., which 
is helping finance Italian recovery, sup- 
ports this move. The bulk of reparations, 
$225 million worth, is to go to Russia and 
Yugoslavia, and they object to revision. 

U.S.-Soviet conflict overshadows the 
merits of the case. Strikes and demonstra- 
tions have created a political crisis in 
Rome. Italy's Communists and_ their 
Socialist allies are driving for a place in 
Italy's non-Communist Government. 
Russia would like to see them in. The 
U.S. would like them kept out. 

Economic difficulties are weakening 
the resistance of Italy's Government. Re- 
vision of the peace treaty cannot help 
Italy's economy now, however. Repara- 
tions payments are not to start for two 
years. But U. S. backing for revision wins 
friends in Italy. 

Britain, France, Belgium and many 
other countries are reluctant to bring the 
U.N. into this issue. They point out that 
the ink is hardly dry on the Italian treaty, 
which took 18 months to write. They 
want the treaty tried out before revision 
is discussed. But a 22-to-8 vote has placed 
the issue before the Assembly though 19 
countries abstained. 


For the Assembly, acceptance of the 

Italian problem may mean opening the 
door to many customers. Former allies of 
the Axis may seek treaty revision. Later 
perhaps, Germany and Japan might fol- 
low suit. Moreover, agreement of the 
signatories is needed for changes. The 
Assembly can only make suggestions. 
@ Punishment of “warmongers,” pro- 
posed by Russia’s Deputy Foreign Min- 
ister, Andrei Vishinsky, is an effort to 
take the initiative in the Assembly ses- 
sion and to put the U. S. on the defensive. 
American businessmen, Congressmen and 
newspaper publishers are singled out by | 
Vishinsky as “inciting” another war. Hé 
wants the Assembly to call on all nations 
to suppress such individuals. 

Vishinsky’s objective is to paint the 
U.S. as belligerent, Russia as peace- 
loving. To bulwark this case, Russia is 
pressing for immediate world disarma- 
ment. The U.S. opposes disarmament 
until international control of atomic en- 
ergy is settled. Russia demands destruc- 
tion of the U.S. stock of atom bombs 
before agreeing to international control. 

This stalemate now is to be aired be- 

fore the Assembly. But little chance of a 
solution is foreseen while U. S.-Soviet 
tension mounts. 
@ Action on Palestine by the U.N. also 
is affected by U. S.-Russian rivalry, al- 
though the two have no interests that 
conflict directly in the Holy Land. 

An Assembly commission, which con-. 
tained no representatives of the great 
powers, has recommended partition of 
Palestine into Arab and Jewish states. 
This the Arabs strongly oppose. 

U.S. officials who lean toward the 

partition idea hesitate to alienate the 
Arab states, lest they limit U.S. oil con- 
cessions and align themselves with Russia. 
Other countries await the U. S. lead. The 
Russians, meanwhile, are not commit- 
ting themselves on partition. Their on- 
the-fence position is counted on to woo 
Arab votes away from the U. S. on other 
matters. 
@ Colonial issues are to give the Rus- 
sians added chances to win friends and 
influence nations in the Assembly. The 
Arabs will be pleased with Russia's sup- 
port of Egypt’s case for withdrawal of 
British troops from the Nile Valley. 

India, China and other nations will 
applaud Russia’s support for Indonesia 
and Soviet criticism of South Africa for 
discrimination against Indians and _at- 
tempts to annex South-West Africa. 

U.S. policy, although anti-imperialist, 
is less critical of colonial powers such as 
Britain, Holland and South Africa. These 
countries are backed by France and Bel- 
gium, and their support is desired against 
Russia on more important issues. 

Thus even where their basic policies 
are parallel, the U.S. and Russia are to 
find themselves antagonists. No issue be- 
fore the U. N. Assembly is to escape the 
influence of growing U. S.-Soviet tension. 
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NORTHERN GREECE: Pawns in an ominous East-West game 
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KOREA: If Russia gets out, will she leave an indelible imprint? 
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BRITAIN’S ECONOMIC PERIL 
SPEEDS ARMS REDUCTION 





Reported from LONDON 


Great Britain’s military 
strength is dwindling rapidly. 

To get the money and the men 
needed for economic recovery, 
the Labor Government wants to 
cut still more out of Britain's 
armed forces. 

British planes already are sub- 
stituting for British troops. Naval 
bases may be closed up. Postwar 
plans for the defense of the Brit- 
ish Empire are being scaled 
down to meet Britain’s require- 
ments at home. 


o 90 °O 


@ What Britain needs now is every 
worker and every dollar. Old idea of Em- 
pire prestige and defenses is taking a 
back seat. The crisis gripping Britain’s 
economy is dictating cuts for the armed 
forces. 

Man power at home is almost a million 
workers short of the total needed to en- 
able Britain to reach export targets. That 
shortage is just about the difference be- 
tween the prewar size and the present 
size of Britain’s armed forces. 

Money which Britain spent on armies 
abroad and on other overseas commit- 
ments last year almost equaled the 
amount of Britain's trade deficit of 
$1,400,000,000. 

Budget estimates last spring set de- 
fense expenditure for the current year at 
$2,500,000,000. That is a reduction of 
about 46 per cent in last year’s spending. 
Overseas spending was to be about $700 
million of the total. 

But the drain on Britain’s dollars 
through the summer and the need for 
man power at home make further cuts 
necessary. Defense Minister A. V. Alex- 
ander is meeting with Army, Navy and 
Air Force leaders to decide where cuts 
are to come. 

The map shows where Britain must 
look for major savings in man power and 
money outside the country. Much of the 
Empire is getting along with local troops 
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under British officers. But some garri- 
sons are kept strong to handle existing 
trouble which may grow worse. 

@ A smaller British Army is certain to 
come out of the current talks in London. 
Land-force soldiers make up the bulk of 
the 500,000 in the armed forces outside 
Britain. Under existing plans, overseas 
forces are to be cut to 300,000 by April 
1, 1948. In addition, 34,000 troops, 
chiefly Indians, are being released to go 
home. 

Over-all size of the British armed 
forces at home and abroad is about 
1,290,000. By the end of next March, 
the Army is to be down to 550,000 men, 
the Navy to 178,000 and the Air Force 
to 279,000. Total in the armed forces at 
that date is to be about 1,007,000. 

The same rate of reduction through 
1948 would bring all British forces be- 
low 850,000. Problem is where troops 
can be spared most safely. Edwin J. 
Drechsel, World Report staff correspond- 
ent in London, says this: 

“Home forces are to contribute most 
of the cuts to come over and above those 
now planned. By March 31, the armed 
forces in Britain are to be down to 700,- 
000. Additional cuts will hand more re- 
sponsibility for defense to the Territorial 
Army of first-line reserves. 

“No slowdown in recruiting is planned. 
The program now under way means that 
6 out of every 10 men who were in the 
armed forces at the beginning of 1947 
will have been released by the end of 
March. Recruits are to be trained to fill 
posts of men going into the reserves.” 

In continental Europe, British forces 
now total about 170,000. About 20,000 
troops now in Northern Italy will leave 
the country within less than three months 
under the. terms of the Italian peace 
treaty. Some 5,000 British troops still in 
Greece are to be withdrawn early in 
1948 if the U.S. agrees. — 

Forces under British command in Ger- 
many total about 175,000; in Austria, 
about 15,000. Only about 125,000 of 
these are British troops. The rest are 
Danes, Norwegians, Belgians and Poles. 

Sharp reductions in British forces in 
Germany or Austria are not likely at 
present. The cost of maintaining these 
troops is paid in pounds, not in dollars 
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or other currencies. As a result, both 
areas are considered in the same category 
as home-training stations. 

In Palestine, land forces of British 
units consist of about 70,000 men. The 
British Government has informed the 
U.N. that Britain will give up her man- 
date and get out of Palestine if the U.N. 
finds no solution for the Arab-Jewish 
quarrel. If the U.N. plan is unpopular, 
Britain has stated that her troops will 
not take the responsibility for enforcing 
it. But it is not yet clear how soon Britain 
can drop the Palestine burden. 

In India, British troop strength is about 
75,000 men. Britain has promised to get 
out of India by next June. Fighting be- 
tween Hindus and Moslems may delay 
the withdrawal. 

Elsewhere around the world most of 
the pools of British land troops are grow- 
ing smaller. Garrisons like those at Gi- 
braltar, Malta and Singapore are peeling 
down to prewar strength. British troops 
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who marched out of Egypt now are 
housed in temporary barracks in the 
Suez Canal area. In Iraq, where the last 
of the land forces have departed, and in 
Burma, where they are soon to go, Brit- 
ain’s defenses depend on planes, not 
ground troops. 

A busy air force is to take fewer cuts 
in man power than’the ‘other two arms. 
Units based on the Andaman and Nicobar 
Islands in the Bay of Bengal, for example, 
are expected to watch events in Burma 
after the ground troops leave. 

Guarding the Middle East now is an 
Air Force job. From Iraq to Cyprus and 
Suez, planes are taking over patrol duties 
once performed by soldiers on the spot 
or by warships based at Alexandria. But 
Alexandria now is Egyptian. 

For the present, Britain can make no 
permanent plans for defense of the Mid- 
dle East. Much depends on the disposi- 
tion of Palestine. As soon as Britain can 
leave Palestine, Kenya Colony may be 
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developed as headquarters for the Mid- 
dle East. 

Air Force landing fields follow the 
Nile through the Anglo-Egyptian Sudan 
to air bases now in the planning stage in 
Kenya. Mombasa on the Indian Ocean 
may be developed as a base for the 
British Navy. 

@ A weaker Navy already is causing 
concern in the British Admiralty. Drech- 
sel reports that two carriers are to go to 
Australia’s Navy soon, but that further 
transfers of British warships are unlikely. 

Britain’s naval bases overseas depend 
largely on local labor for construction 
and repairs. But additional savings may 
be made in one or more of the naval 
bases at Portsmouth, Plymouth and Chat- 
ham in England or at Rosyth in Scotland. 

Between world wars, Rosyth was re- 
duced to the status of a “sleeping” base. 
A small garrison kept equipment in con- 
dition, but few warships went to Scot- 
land for repairs. Probable choice for a 
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“sleeping” base at present would be 
Chatham. Experience in World War II 
proved its docks, lying off the mouth of 
the Thames, were vulnerable to air at- 
tack from the Continent. 

@ Limitations on the economies Britain 
can make in her armed forces are begin- 
ning to show up. 

Britain's commitments, growing out of 
the war, still keep her bound to help 
police Germany, Austria and Greece. 
Palestine still is Britain’s responsibility. 
India and Burma, if attacked by another 
power, would expect help from Britain. 

U. S. interest in what Britain plans for 
defense is both strategic and economic. 
British withdrawal of troops from some 
areas could create a vacuum which troops 
from the United States might have to fill. 

Outlook now, however, is for further 
cuts in Britain’s armed forces at home 
and abroad. The necessity for savings in 
man power and money is taking preced- 
ence over defense plans. 
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GAMBLE ON RICE PROFITS 
BOOMERANGS FOR BRAZIL 





Reported from RIO DE JANEIRO and WASHINGTON 


An attempt by Brazil to make 
a big, quick profit on this year's 
rice crop is backfiring. 

Rice is piling up unsold in Bra- 
zilian ports. 

To make matters worse, the 
country is threatened with a seri- 
ous shortage of wheat. As a re- 
sult, the Brazilian Government is 
forced to rejoin the agency which 
allocates world food supplies in 
order to get the whole thing 
straightened out. 


o 90 °O 


Brazil's rice is glutting port ware- 
houses and rotting in the interior for 
want of buyers. The entire crop soon will 
be turned over to the International Emer- 
gency Food Council for distribution, but 


profits will be far below what the Bra- 
zilians once hoped for. 

Brazil now is caught in her own food 

squeeze. 
@ The hole Brazil has gotten into is de- 
scribed in a Rio de Janeiro dispatch 
from World Report correspondent Ber- 
nard S. Redmont. He says: 

“Brazil left the IEFC several months 
ago, so as to have full freedom to sell the 
rice crop at-higher prices. 

“Sales did not turn out as favorably as 
expected, however. Most of the rice is 
still trying to find buyers. Stocks esti- 
mated at from two and a half to three and 
a half million bags (132 pounds each) 
are piling up. 

“A serious crisis has arisen in the rice- 
growing State of Rio Grande do Sul. No 
rice has left the ports of Southern Brazil 
for four months. 

“The wheat situation in Brazil mean- 
while has worsened,” Redmont says. 
“There is talk of a return to the so-called 
mixed bread of wartime years, in which 
mandioca flour and cornmeal were used.” 


Argentina’s Reduced Wheat Deliveries to Brazil - 
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@ Inside story of how Brazil got into 
such a tangle is this: 

Last June, two American trading com- 
panies offered an attractive price for most 
of the rice Brazil had for export. The deal 
was to be handled by the Rio Grande 
Rice Institute, a Government agency. 

Brazil’s decision to quit the LEFC was 
part of this arrangement. That way rice 
could be shipped to whatever destina- 
tions the middlemen could find. 

Price offered by the U.S. firms was 
$13.25 a bag. That was nearly twice the 
amount Brazil had been getting from 
Britain under IEFC allocation. By pull- 
ing out of IEFC and selling to the highest 
bidder, the Brazilians stood to increase 
their profits by about $10 million. 

Trouble developed when the American 
firms that offered Brazi! the premium 
price failed to carry the deal through. 

As a way out, Brazil tried to sell the 
rice elsewhere. That didn’t work either. 

The Emergency Food Council prompt- 

ly advised all would-be buyers of the 
rice that any such purchases from Brazil 
would be deducted from their regular 
allocations. In other words, no country 
could buy Brazil's rice without losing an 
equal amount of food from the IEFC. So 
nobody bought it. 
@ A further complication was _ that 
Brazil had to give up most of her claim 
to U. S. wheat when she quit IEFC. That 
agency makes recommendations as to 
who is to get U. S. wheat. Brazil soon be- 
gan to feel the squeeze. 

During the first half of 1947, U. S. ship- 
ments of wheat flour to Brazil averaged 
better than 38,000 tons a month. After 
Brazil left IEFC, they fell off sharply. 

U.S. allocation of flour for Brazil in 
August was 20,000 tons; in September, 
10,000 tons. The allocation for October 
is Zero. 

Brazil thought its wheat needs had 
been covered by an agreement for de- 
livery of 100,000 tons of Argentine wheat 
a month. Because of a deadlock over 
price, Argentina has not supplied any- 
where near that figure, as the accompany- 
ing chart shows. Now the Argentine 
quota of wheat for Brazil is to be reduced 
to 60,000 tons a month. Probably Brazil 
will not even get that much. 

@ Happy ending to the story seems to 
be working out along these lines: 

Brazil is to come back into the Inter- 
national Emergency Food Council. Its 
large stocks of rice will again be under 
international control. The U.S. will try 
to get IEFC to allocate 40,000 tons of 
wheat a month to Brazil for the rest of 
this year. That would get the country 
through comfortably, but the chance for 
big profits on rice is gone. 
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HOW CHIANG CONTROLS 
CHINA‘S NEWSPAPERS 


Reported from SHANGHAI and NANKING 


Generalissimo Chiang Kai- 
shek’s propagandists, censors 
and secret police are putting a 
three-way squeeze on the Chi- 
nese press. 

Editorial directives, intimida- 
tion and control of news sources 
are stifling what little press free- 
dom developed in Nationalist 
China during Gen. George C. 
Marshall's mediation efforts last 
year. 

Chiang’s Kuomintang Party is 
going into the publishing busi- 
ness itself on a large scale to fur- 
ther its control over what the 
Chinese people read. 


oo Oo 


@ “Thought control” seems to be the ob- 

jective of the Kuomintang Party’s cam- 
paign for control of information in China, 
according to an on-the-ground study 
in Shanghai and Nanking by World 
Report's staff correspondent Joseph 
Fromm. 

Arrests of reporters and editors are 
forcir* some independent newspapers to 
adopt the Government line. Other papers 
are being closed down. 

“As many as 50 newspapermen have 
been arrested,” Fromm reports. “Some 
of them still are being held, without 
charge. The roundup is directed against 
individuals critical of Kuomintang _pol- 
icy. It has been accompanied by arrests 
of liberal professors and students. 

“Every big city is affected,” says 
Fromm. “In Shanghai, six reporters em- 
ployed by Ta Kung Pao, one of the big- 
gest and most influential newspapers, 
have been arrested. In Chungking, the 
staff of the Democratic League's news- 
paper has been jailed. In Canton, two 
professors, one of them the publisher and 
the other the editor of the People’s Trib- 
une, have been locked up. Their paper 
has been closed down. In Shanghai alone, 
three of the biggest dailies were closed 


down by the National Army a few 
months ago. 

“One of the Shanghai papers has been 
permitted to resume publication. The 
publisher, however, had to sign a ‘state- 
ment of repentance. His staff has been 
reorganized. The new editor and the 
chief reporter are appointees of the local 
headquarters of the Kuomintang Party.” 

Financial juggling, stock manipulations 
and subsidies have enabled the Govern- 
ment and the political party that backs 
it-the Kuomintang—to obtain substan- 
tial influence or controlling interests in 
other newspapers. Inflation is so bad that 
few publications can support themselves. 

Many newspapers have been forced to 
seek loans or newsprint from the Gov- 
ernment. The deal usually results in put- 
ting Kuomintang men in key positions on 
the staff. At least nine of Shanghai's 
newspapers are owned or controlled by 
the Kuomintang or by its leaders. 

“The two biggest papers, Shun Pao 
and Sin Wen Pao, were privately owned 
when the war ended,” Fromm reports. 
“The Government closed down both 
publications on the ground that they had 
collaborated with the Japanese. 

“Subsequently, both papers were per- 
mitted to publish again under Kuomin- 
tang control, which was to last six 
months. By the time the six months had 
elapsed, the Kuomintang had acquired 60 
per cent of the stock. The two papers 
reach a total of 300,000 readers daily.” 
@ A case history of the independent 
Shanghai paper Ta Kung Pao shows how 
the campaign has operated. 

“First,” Fromm says, “a number of Ta 
Kung Pao reporters who had covered stu- 
dent demonstrations against the civil war 
were arrested by the military. Then the 
secret police sent the paper's political 
correspondent in Nanking a warning that 
he was on the list for assassination. The 
correspondent, who had written critical 
stories about Government policy, went 
into hiding. 

“The final move, came when the Gov- 
ernment instructed newspapers to play 
up reports of a Russian-inspired invasion 
of Sinkiang. The story later was disputed 
by correspondents from other countries. 
Ta Kung Pao devoted only a few para- 
graphs to the ‘invasion.’ The next day 
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the newspaper's office was raided by 
Kuomintang fullowers. Since then, Ta 
Kung Pao has followed the Kuomintang 
line.” 

@ Control of news sources by the Kuo- 
mintang enables the Government to dic- 
tate much of what is printed. All daily 
newspapers receive their news from an 
agency controlled by the Kuomintang. In 
addition to news, they get instructions 
telling them what degree of prominence 
certain articles are to be given. 

Overnight, as a result of one directive, 
the entire Chinese press dropped the 
term “Communist troops” and substituted 
“Communist bandits” in all reports of the 
civil war. 

Editorial policy of party newspapers 

is set by Ta Shi-sen, deputy chief of 
Kuomintang publications. He sends out 
regular communiques from Nanking giv- 
ing the party line on important issues. 
Other papers are under pressure to ex- 
press similar views. At the moment the 
tone of the entire press is one of cautious 
anti-Americanism, Fromm reports. 
@ News of China, sent out by corre- 
spondents from other countries is neither 
censored nor controlled. But newsmen 
who write critically of the Chiang Gov- 
ernment are criticized by Kuomintang 
newspapers. Chiang Kai-shek himself has 
accused correspondents from abroad of 
sending out “misleading and unfriendly” 
reports. 

The immediate policy, however, seems 
to be to give first emphasis to regulating 
what is printed and read inside China. 


OCTOBER 7, 1947 © 15 

















—— Dispatch 


Reg. U.S. Pat. O@. 


PALESTINE AS TEST OF U.N.’S POWER 


Reported from LONDON and NEW 


The United Nations has to find 
a way to govern Palestine, now 
that Britain intends to give up 
its mandate. 

International rule, including 
Americans and perhaps even 
Russians, may replace the pres- 
ent regime if the British pull out 
their troops and officials. 

The U.N. itself does not have 
as yet a military organization to 
enforce any decision it makes for 


governing the country claimed 
by Arabs and Jews. 
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@ Britain’s Palestine decision puts on 
other nations the responsibility for tak- 
ing action on a problem which, for 25 
years, has been Britain’s own worry. 

The British say. that they will leave 
Palestine unless the U.N. finds a solu- 
tion approved by both Arabs and Jews. 
In any case, Britain wants to be rid of 
the mandate rules under which she is 
now obligated to govern the country. 
London refuses to take responsibility 
for enforcing new rules in Palestine over 
local opposition. 

Here is the situation: 





The U. N., as a group, is not yet geared 
to take over in Palestine. 

There is no military force at the U. N.’s 
disposal that could enforce a solution in 
the Holy Land. Efforts of the major 
powers to set up a world police force have 
been fruitless. 

Chances that the U. N. could agree on 
a governor for Palestine are not good. For 
months the Security Council tried, with- 
out success, to agree on a governor for 
Trieste. Rivalry in Palestine between Jews 
and Arabs is as intense as it is between 
Italians and Yugoslavs in Trieste. 

No U.N. decision on Palestine could 
ignore Russia's interest in the Arab world 
as long as Russia holds the veto power 
in the Security Council. Yet none of the 
big Western nations in the U. N. wants 
to add the Russian element to the already 
complex struggle for power in Palestine. 

A clear-cut U. N. decision favoring one 
side or the other in Palestine—Arabs or 
Jews—would have to overcome many ob- 
stacles. Arab states and sympathetic 
countries now have nine sure votes in the 
General Assembly. Western countries in 
the U.N. will act warily before throwing 
these pro-Arab votes into Russia’s camp 
or precipitating an Arab boycott of the 
U.N. The Jews, too, have powerful 
friends. Up to now, the U.S. has always 
championed Zionist aims for a Jewish 
national home in Palestine. In Latin 
America and on the European Continent, 
the Jews have influential allies. 
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NO LAND OF MILK AND HONEY 
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The U.N.’s problem is to find some 
way of enforcing whatever decision is 
made on Palestine. 

Now that the British say that they will 
stay in Palestine only if the U. N. recom- 
mends a solution favored by both Arabs 
and Jews, the U.N. is looking elsewhere 
for enforcement power. 

@ The U.S. is in no position to take re- 
sponsibility. 

America has conflicting interests in 
the Middle East. On the one hand, the 
U.S. is becoming the No. 1 oil producer 
in the Arab world. Americans are financ- 
ing vast expansion in Arab oil fields and 
new pipe lines across the area. In world 
strategy, U.S. wants to keep friendly re- 
lations with the Arab countries, who are 
championing the Arabs of Palestine. 

Conflicting with this is traditional 
American sympathy for the Jews of 
Europe who want their own state in 
Palestine. Both political parties in the 
U.S. are committed to support the Zion- 
ist program. President Truman has en- 
dorsed admission of 100,000 Jews into 
Palestine. U.S. military commanders in 
Germany want to relieve their zone of 
the burden of maintaining camps for 
homeless refugees. 

Only the U.S. Congress can decide 
whether Americans shall put up money 
and military forces for Palestine. Trans- 
ferring 100,000 Jews from Europe to the 
Holy Land might cost $255 million. 
Arab countries might require a develop- 





~Acme 


THE PALESTINE MANDATE HAS NOT WORKED: Britain is running short 
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OUT OF THE U. N.: The Jews told their story in Palestine 


ment loan of more than $500 million. 
Maintaining order in Palestine might 
necessitate 100,000 troops, of which a 
large number would have to be Ameri- 
can. With elections only a year ahead, 
U.S. officials hesitate to take a stand 
committing the U.S. to new, expensive 
responsibilities in the Middle East. 

Zionist Jews, officially, are delighted at 
news that Britain wants to leave Pales- 
tine. Unofficially, however, they are 
worried. 

Much as they resent Britain's actions in 
the Holy Land, the Jews realize that 
Britain has been committed since 1917 
to the creation of a national home for 
the Jews in Palestine. The U.N. has no 
such commitment. The U. S. is not bound 
to such a pledge. 

Jewish organizations in Palestine de- 
clare that Haganah, their defense force, 
could stand off the Arabs indefinitely. 
But few Jews would welcome that test. 
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Arabs are eager to take over all Pales- 
tine. They now believe their chances are 
better than ever. 

The Arab voting bloc is fighting in the 
U. N. to win independence for Palestine’s 
1,500,000 Arabs. Though communism is 
anathema to the kings and presidents 
who rule the Middle East, they will not 
hesitate to accept political support from 
Russia if it helps win their fight for 
U.N. votes. . 

The Arabs have bargaining weapons 
outside the U.N. They could boycott 
unfriendly Western countries. They could 
cancel oil concessions. 

A British withdrawal from Palestine 
holds no terrors for the Arabs. In their 
view, that would make it easier for the 
Arab majority of Palestine to get its way 
with the Jewish minority. 

Britain believes that the U.S. holds 
the key to a Palestine settlement. That is 
why Britain has turned the problem over 
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of cash and man power to police a country plagued by bombs and civil strife 
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IN THE U. N.: Arabian delegates with England’s Cadogan 


to the U. N., where Washington eventual- 
ly will have to take a stand. 

Britain has made many decisions on 
Palestine in the last 25 years. First, the 
British decided to endorse a Jewish home 
in Palestine and permit Jewish immigra- 
tion. Later, the British decided to re- 
strict Jewish immigration and sale of land 
to Jews. After World War II, when illegal 
immigrants began arriving at Palestine’s 
shores, Britain decided not to let them in. 
Now Britain is running short of cash and 
man power. She lacks the resources to 
keep on policing a country that has be- 
come an armed camp. The British want 
to be allowed to settle the matter in their 
own way, or else have someone else make 
the decisions. 

@ U.N.’s problem is to reconcile these 
conflicting interests. Britain frankly ad- 
mits that the Palestine mandate has not 
worked. Now it is someone else’s turn to 
move into the troubles of the Holy Land. 
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SHRINKING MARKETS FOR U.S. GOODS 


Reported from NEW YORK, PARIS, LONDON and WASHINGTON 


A drop in the sale of Ameri- 
can-made goods abroad is bring- 
ing business changes inside the 
United States. 

Sales of luxuries and consumer 
goods to other countries are fall- 
ing off. Food and raw materials 
are not moving as fast as they 
did, although the slump may be 
temnporary. 

The result is that producers 
and traders in the U. S. are shop- 
ping about for new overseas mar- 
kets against the day when do- 
mestic buying begins to slow 
down. 


@ A new pattern for world buying of 
U.S. goods is taking shape. Overseas 
trade will be smaller than in the first six 
months of this year. The $7,550,000,000 
record set then is likely to stand for some 
time, even with new aid to Europe. 

Machinery for farms, factories and 
mines abroad is to continue in heavy de- 
mand. But sales of nonessential items 
such as radios, fountain pens and lip- 
sticks are to decline sharply. Such “semi- 
essentials” as automobiles, tobacco and 
soap are to show fewer sales outside the 
U. S., too. 

Operation of the Marshall Plan will 

restore much of the buying by Western 
Europe during the next four years. But 
aside from Canada, long the No. 1 cus- 
tomer of the U. S., other countries are to 
change positions in the list of purchasers 
of American products. 
@ The impact on U.S. business of 
changes in its export pattern is indicated 
in the trade figures for July and August. 
Comparison with averages for the first six 
months of 1947 shows many downtrends. 
These trends are to become more pro- 
nounced toward the end of the year. 

July exports of U.S. products .were 
valued at $1,151,000,000. They were 19 
per cent below the all-time high of 
$1,422,000,000 registered in May. And 
they were 9.4 per cent under the $1,259,- 
000,000 average for the first six months 
of the year. 
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Exports in August are down from July, 

although final figures have not yet been 
compiled. U.S. sales abroad in Septem- 
ber will show another dip. The total for 
the third. quarter of 1947 thus may be 
off by as much as 22 per cent from the 
high second quarter. 
@ “Essential” purchases from the U.S. 
are showing some decline in the second 
half of the year as the dollar famine 
spreads. Many countries are short of 
materials to keep their factories going. 
But they can’t afford to bid now for 
larger shares of American production be- 
cause they don’t have the dollars. 

U. S. cotton sales abroad have dropped 
sharply. July shipments of raw cotton 
were down to $13,200,000. The monthly 
average in the first half of the year was 
$51,030,000. 

Britain, normally a big buyer of U. S. 

cotton, is getting all she can from Brazil, 
India and Egypt, which will accept pay- 
ment in British currency. Some purchas- 
ing in the U.S. is to be resumed in 
November, but next year’s contracts are 
to be well under those of 1947. 
@ Steel in the form of ingots, bars, 
plates and sheets is falling as an export 
item, even though it is vitally needed by 
many industries abroad. 

Shipments of such steel from the U. S. 
in July amounted to $33,900,000. The 
average for the preceding six months was 
$36,100,000. Exports of products like 
structural steel and wire and of such 
finished goods as heating equipment, 
stoves and kitchenware were higher in 
July than the six-month average. But 
they were down from May, and heading 
lower. 

Coal exports probably will continue 
heavy for the next several years. A tem- 
porary slump in the second half of 1947 
is in prospect, but coal is vital to all the 
countries of Western Europe. They will 
sacrifice other pruchases to get U. S. coal. 
July exports of $44% million were only 
$400,000 under the average for the first 
half of the year, but were well below May 
and June totals. 

Machinery, high on the essential list 
virtually everywhere, has been holding 
off against the downward trend in ex- 
ports, but is bound to feel some cuts. July 
shipments in all categories were above 
the January-June average, although they 
were less than the sales for May. 

South American nations have been buy- 


ing more U.S. machinery—industrial, 
electrical and agricultural—than all the 
countries of Europe combined. Dollar 
shortages in the Western Hemisphere 
will cut purchases even if European buy- 
ing is restored temporarily through the 
Marshall Plan. 

@ Food exports are headed downward, 
even though emergency shipments are 
sent to Europe next year to make up for 
crop losses. The U.S. Government will 
continue to decide how much grain will 
go to each country. 

Exports of unprocessed food in July 

were $62 million, as compared with the 
six-month average of $71,600,000. Proc- 
essed foods sent abroad during July cost 
$121% million. The monthly average in 
the first half of the year was $136,100,- 
000. Wheat shipments in July were 
$9,200,000 under the $26% million aver- 
age for the preceding six months. 
@ Textile sales also are dropping. Early 
in the summer many governments took 
American cloth and apparel off pre- 
ferred lists of goods for which dollars 
could be used. 

U.S. cotton goods sold abroad in July 
were $5,000,000 less than the $65,700,- 
000 monthly average for the first half 
of 1947. Goods of rayon, nylon and 
other synthetic fibers accounted for $19 
million of July exports, against the aver- 
age of $26,550,000. Exports of wool 
manufactures were $4,100,000 in July. 
The average for the preceding six months 
was $6,500,000. 

@ Semiessentials are due for sharp cur- 
tailment in the export business ahead. 

Automobiles are slow to feel the pinch 
because many orders had been placed and 
paid for in advance. But most shipments 
were going to Latin America and Asia, 
where dwindling supplies of dollars are 
curbing new orders. July exports were 
$2,000,000 higher than the six-month 
average of $27,700,000. 

Tobacco buying by other countries is 
likely to be held to a minimum. Ship- 
ments fell off in April when Britain, the 
No. 1 customer, cut consumption by put- 
ting a heavy tax on cigarettes. Britain is 
planning further reductions in tobacco 
purchases, and other nations will have to 
follow suit. July shipments amounted to 
$13,600,000. The average for the preced- 
ing six months was $24,250,000. 

Soap and toilet preparations will have 
smaller markets overseas, too. July exports 
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were down to $3,000,000. From January 
to June they averaged $4,200,000. 

@ Luxury goods are headed for the bot- 
tom of the list of exports until world 
trade gets into better balance. 

Nylon and rayon stockings for women 
and children are dropping fast in overseas 
sales. The July total of $2,600,000 stood 
out sharply against the six-month average 
of $3,700,000. Sweden, for example, 
which bought $1,065,000 worth of such 
hosiery in May, spent only $362,000 for 
them in July. 

Other nonessentials showing declines 
include radios, fountain pens, watches 
and lipsticks. U.S. washing machines 
were still being bought in substantial 
quantities in July by the Union of South 
Africa and nations in the Western Hemi- 
sphere. Bans on dollar imports to those 
nations are cutting into such sales. 

@ New customer line-ups are develop- 
ing for American goods as the postwar 
boom tapers off. 
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Canada is not likely to be displaced 
as the best customer for U.S. factories, 
but her lead over other countries prob- 
ably will be narrowed. Canadian buying 
of U.S. goods in July was $160% million, 
as against the January-June average of 
$176,300,000. 

Biggest drop was registered by Italy, 
from $47,900,000 to $26,600,000. Then 
came Canada and next in line were 
France, Cuba, Great Britain, the Philip- 
pine Republic, Poland, Sweden, Czech- 
oslovakia and Mexico. 

Exports to Western Europe will be 
bolstered temporarily by the Marshall 
Plan, but the effect will not be noticeable 
this year. 

Sales to the nations of Eastern Europe 
probably will continue small. Under 
Soviet domination, they cannot earn many 
dollars because they are unable to sell 
their own products freely to the U. S. 

The countries of South America have 
been heavy buyers of U.S. goods since 
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the end of the war. Now, however, they 
are forced to retrench. 

Australia plans to cut U.S. purchases 
drastically. The oil-rich regions of Asia 
will be able to keep up substantial trade 
with the U.S., but poorer sections will 
hold down the Asiatic total. 

@ Export changes are to influence the 
future of large segments of U. S. industry 
and agriculture. 

Many firms rely on overseas sales to 
keep them operating at a profit. Pur- 
chasing power of American farmers may 
fall as food shipments decline. 

With exports down, the scramble for 
overseas business by U. S. firms is to be- 
come more intense. Some will be shut out 
completely. Others will try to develop 
outlets where they do no business now. 

But only if Americans buy considerably 
more from the rest of the world is there 
a long-term prospect that U.S. exports 
will return to the high levels of last 
spring. 
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REBELS’ RACE AGAINST TIME 


IN GREECE’S CIVIL WAR 





Reported from ATHENS 


The rebels in Greece are get- 
ting ready to proclaim their own 
Communist government as a bid 
for direct intervention by Russia 
in the Greek civil war. 

First move will be to seize and 
hold a small area in Northern 
Greece to serve as a seat of gov- 
ernment. 

It will come before winter. 
When it does it probably will 
start an all-out offensive against 
the guerrillas by Athens troops 
backed by American equipment. 
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@ The rebel strategy for creating a pro- 
Communist government in Greece de- 
pends on the ability of the guerrillas to 
seize and hold Greek territory before 
winter comes. 

In spite of propaganda announcements, 
no rebel regime now exists. As a matter of 
fact, the rebels, after months of fighting 
against Government troops, are not in 
control of any substantial part of Greece. 
Theirs has been a hit-and-run war. 

Tactics involved in trying to set up a 
rebel government to win open support 
for the guerrillas from neighboring coun- 
tries under Russia's influence are de- 
scribed in a dispatch by John W. Mo- 
winckel, World Report correspondent in 
Greece: 

“The rebels cannot possibly set up a 
government without having some terri- 
tory which they can hold through the 
winter. They have been promised some 
light and medium artillery soon. What 
then can happen is this: 

“The rebels will seize a major town 
in a quick raid, and promptly announce 
the establishment of their own govern- 
ment. 

“A supply line will be kept open 
to the frontier,” Mowinckel reports, 
“through which the guerrillas will re- 
ceive arms, artillery and uniforms. With 
these, they probably will try to enlarge 
their territory a little and dig in for the 
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winter. Most of their forces will be con- 
centrated in this area, leaving only a 
few small bands to operate around the 
rest of the country to keep the Athens 
forces spread out.” 

@ Troubles hampering this strategy, 
however, start with the fact that the 
rebels do not now hold any large area. 
Government forces are free to go any- 
where they choose, moving straight 
through to the northern border. 

Morale of the rebel troops is dropping 
as winter approaches, Mowinckel says. 
More than half would be willing to sur- 
render, but they are afraid to do so. 
Some guerrillas have been executed by 
their leaders merely on suspicion that 
they wanted to stop fighting. 

The Athens Government, however, is 
conducting its own military operations in 
a way that increases the fears of the 
rebels. For example: 

Thirty-four officers of the Greek Army 
were asked recently to sign a document 
renouncing their left-wing political ideas. 
They refused and were sent to islands 
under military arrest. At the same time, 
Government forces are being expanded, 
apparently in preparation for a full-scale 
effort to end the civil war. 
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WHEN REBEL FORCES WERE AT THEIR PEAK 


Such things are tending to weaken the 
faith of the rebels in the Government's 
recent amnesty offer which promised 
safety and good jobs to all guerrillas 
who would lay down their arms. Elabo- 
rating on these fears, Mowinckel says: 

“The amnesty probably is doomed to 
failure. Six months ago, it might have 
worked. But now there is little chance of 
success. Besides, Government actions 
have not increased rebel confidence in 
the reliability of the offer of amnesty.” 

It is becoming apparent that failure 
of the surrender offer will be used by the 
Government as a signal for a major 
campaign to wipe out the guerrilla bands. 
@ A race against winter and the likeli- 
hood of a Government offensive are be- 
hind the strategy of the rebels to set up 
their own government on a going basis. 
This race against time probably is re- 
sponsible in part for some of the pre- 
mature propaganda about a_ separate 
government in the north. 

A tentative constitution has been an- 
nounced, to go into effect when the rebel 
government is set up. Recently a Com- 
munist pamphlet was distributed giving 
the names of various ministers chosen 
for the rebel cabinet, but that pamphlet 
bore no official approval from rebel head- 
quarters. 

Chances are that the pro-Communist 
government will be tried this autumn 
somewhere in Northern Greece. When 
that happens, the rebels will be up 
against the task of holding their pro- 
claimed territory against the twin as- 
saults of winter and an enlarged and 
reinforced Athens Army. 
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Have they the strength to seize and hold ground today? 
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Sweating down of the Paris version of the Marshall Plan is ahead..... 

First concern in Washington is with the shopping list for 1948. 

This is the part of the proposal that the U.S. Congress will eye most care- 
fully. The 16 European countries say they must have dollars right away to keep 
going. What's more, they propose to buy $6 billion of U.S. goods in 1948. 

What impact would such massive buying have on the U.S. economy? 

In dollar terms, such buying would mean that exports to Western Europe 
would be about 20 per cent larger than they are this year. 

Getting down to cases, this kind of purchasing would hit the U.S. consumer 
mainly in the stomach and in the pocketbook. He would have less to eat and he 
might well have to dig out more dollars to pay the grocery bill. 

Otherwise, he would not feel much impact. Needs of the 16 countries for 
coal, steel, oil, lumber can be met in stride, with pinching here and there. 

The U.S. farmer, though, might find it hard to come by as much fertilizer as 
he needs, if Western Europe gets all it wants. Congressmen from the farm States 
are going to hear a lot about the shortage of fertilizer. 

Food and fertilizer look like the main items in the Paris plan for 1948 
that may have to be squeezed down. It all depends on what sacrifices the U.S. 
Congress thinks the American people will make. Even with conservation, basic 
foods like grain, meat, fats and oils are likely to run short in the U.S. 























When it comes to machinery and capital goods, new aid for Europe on a big 
Scale over the next four years would crowd most major industries in the U.S. 

The steel industry would have to squeeze more orders on the books. But 
Steelmen believe their exports to markets outside Europe will now slide off, due 
to dollar shortages. Western Europe's needs, however, would keep U.S. exports 
at a high level. Clearly, Marshall aid would have the effect of keeping steel 
tight in the U.S. Tightest items now are tin plate, sheet and strip steels. 

Steel capacity in Western Europe is not fully utilized. Germany has idle 
mills capable of producing 10 million tons a year. France, Austria and Italy 
have several million tons of idle capacity, due to coal and material shortages. 
Still, the Paris plan calls for spending $400 million in the U.S. for steel- 
making machinery. Wide strip mills are a prime need from the U.S. 











The electrical-equipment industry in the U.S. will feel any Marshall Plan. 
Present idea is to increase Western Europe's generating capacity by two thirds. 
Half a billion dollars in generators, turbines and the like would come from the 
U.S. Order books already are bulging. Delivery would be several years off. 
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WORLD COMMERCE AND INDUSTRY--(Continued) 


Transportation equipment, particularly freight cars, will be needed in 
large numbers in Western Europe. U.S. railroads also clamor for cars. Priorities 
may have to be set up. The Paris plan sees the need for spending half a billion 
on U.S. freight cars, locomotives and trucks. 





Oil machinery will be wanted in Europe. The U.S. is put down as the source 
for $555 million worth of oil equipment, mainly for refining and cracking. 
Present plans call for the expanding of refining capacity to two and one-half 
times the current figure. That's a big order. U.S. firms are having a hard 
time keeping up with home demands for oil equipment. 





Mining machinery, mostly for coal, is down on the shopping list for $220 
million. A good deal of this is already on order in the U.S. for British account. 
Again, it will take time to deliver such quantities of heavy machinery. 





Shipbuilding in the U.S., already slipping. badly, is headed for the 
doldrums. Western Europeans will build their own ships or buy U.S. surplus. 
There's no thought of having ships built in U.S. yards. 





Boiled down, what it all comes to is this: 

Buying list for new equipment sought in the U.S. and Canada totals up to 
$3,400,000,000 over the four-year period, 1948-51. 

Spare parts and odds and ends come to another $1,150,000,000. 

But the World Bank, the U.S. Export-Import Bank, or private loans are 
thought of as the source for most of these funds. 

Difficulty is that the World Bank now has only $500 million available for 
loans. The Export-Import Bank has about $800 million. Private investors in the 
U.S., remembering the '20s, probably will hang back. | 

The World Bank can float more bonds, get more dollars. But Bank officials 
are inno hurry. Floating more bonds depends on Wall Street's mood. 

So, it may not be easy to find $4% billion for capital equipment. It may 
be that, in the end, the U.S. Congress will be asked to come through for these 
basic sinews of recovery as well as for food and raw materials. 




















The U.S. Congress is not going to hand over billions to Europe for nothing. 

Many congressmen are going to have to be well sold on further aid. 

The British loan is being used as an example of billions spent with no 
visible effect. Other billions have been spent on the Continent. There has 
been some recovery, particularly in industrial lines. But then came a hard 
winter and a harder summer. Now Western Europe is asking the U.S. to help 
again. Congressmen want to know what it's all about. 

Making the Marshall Plan palatable is going to be a big job. 3 

It's suggested that European investments and property in the U.S. be put up 
as collateral for a future loan. That's the way the RFC loan to Britain early 
in the war was handled. Such-collateral would total around $9 billion. 

Or, these countries might pledge certain quantities of strategic materials 
to the U.S. for her military stockpile. For example, mercury from Italy; 
bauxite from France; rubber and tin from the British colonies. 

General idea is to make it look like a business deal. This would increase 
the appeal for the American people. Clearly, no European WPA is in sight yet. 
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WILL BRITAIN BE FORCED 





INTO DRAFTING LABOR? 


Reported from LONDON 


Britain now has new rules for 
workers which may turn out to 
be the first step toward a peace- 
time draft of labor. 

The new rules, effective Octo- 
ber 6, apply only to wage earners 
who become unemployed. 

In Government, labor and in- 
dustry circles in London, how- 
ever, the feeling is that these 
mild rules will give way in time 
to all-out labor conscription. 
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@ New controls on British labor are de- 
signed to steer wage earners into essential 
industries that are producing goods tor 
export. 

Edwin J. Drechsel, World Report cor- 
respondent in London, says that the big- 
gest loophole in the new rules is that 
they do not apply to workers who stay 
on jobs where they are now employed. 
Thus, it is impossible to force a working 
man into a so-called essential job. 

Here is how the new regulations work: 

Employers may hire new labor only 
from Government labor exchanges. 

Unemployed workers may look for 
work only through these official labor 
exchanges. 


’ Exemptions from these general rules, 
however, are numerous. 

Men over 50, women over 40 and all 
persons under 18 years of age are not 
bound by the new order. Newly demobi- 
lized servicemen and women also are 
free to take jobs where they wish. 

Pirt-time Work up to 30 hours a week 
can be obtained through private channels. 

Managerial, professional, administra- 
tive and executive workers are still free 
from the Government's new employment 
rules. 

A choice of jobs is to be offered to 
those who apply for employment at the 
Government exchanges. A person will be 
ordered to take a specific job only after 
he has had full opportunity to consider 
several alternatives. 

Single men and women will be offered 
employment within daily traveling dis- 
tance of their homes, whenever possible. 
If no such work exists near their homes, 
they will be offered work in other dis- 
tricts, provided housing is available. 
Women under 20 will not be ordered to 
leave home. 

Men with families will not in general 
be ordered to take work away from their 
home towns, except in special cases 
where living allowances can be ar- 
ranged. Women with family responsi- 
bilities will not be directed to leave their 
homes. 

Type of work will match, insofar as 
possible, the individual’s normal occupa- 
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tion. After 14 days, however, if the work 
applicant remains unemployed, he or 
she will be offered work in another oc- 
cupation. If the worker refuses the new 
job, after a reasonable length of time, an 
order may be issued requiring him to take 
it. 

Orders to take jobs will remain in force 
six months. After that, the worker will be 
free to take another job, unless the order 
is renewed. 

Appeals from Government orders may 
be carried to local appea' boards. 

Wage rates are safeguarded. Broadly 
speaking, the worker will receive the es- 
tablished pay for the job to which he is 
directed. , 

Penalties are provided for those who 

defy Government labor orders. The maxi- 
mum penalty is a fine of $400, or three 
months’ imprisonment, or both. 
@ Big loopholes remain to be plugged. 
however, if Great Britain is to steer into 
the essential industries all the man 
power not now contributing to the ex- 
port drive. 

Football betting pools, for instance, 
cannot be raided by the Government for 
man power. The betting industry em- 
ploys more than 200,000 persons in 
Great Britain. 

Construction workers are a large group 

the Government finds it hard to reach. 
When discharged, these workers fre- 
quently go into business for themselves 
as repair contractors. 
@ Compulsory work may yet be or- 
dered by the Labor Government. The 
feeling in London, reports Correspondent 
Drechsel, is that increased export produc- 
tion will be possible only by ordering 
workers from one job to another. For the 
present, he says, the Labor Government 
hopes for the best and trusts that the. 
public will conclude that a labor draft is 
essential. ! 
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OUT OF THE RUNNING: Britain's 200,000 bookmakers and betting clerks produce no goods 


~British Combine 
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Weekly Allowances Of Major Rationed Fc 
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CHEESE 
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Weekly Per Capita Consumption Of The 5 


MEAT 


New cuts in British rations mean plainer fare for British 
dinner tables. But London experts maintain that the 
people will be nourished adequately, even under the 
latest reductions. 

The Worldgraph compares what Britons get to eat, un- 
der rationing, with American consumption of the same 
items. Only the major categories of rationed foods are 
shown. In addition, rationed items include small allow- 
ances of tea, preserves and candy. The meat allowance 
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BUTTER & 
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shown above includes a two-ounce portion of bacon or 
ham, as well as 16 ounces of fresh meat. Actually, the fresh 
meat allowance is one shilling’s worth, so that it would 
provide considerably less than a pound of more expensive 
cuts. The solitary egg is on a “when available” basis. 
After the British housewife has collected the rationed 
items, she still has her “point rationed” foods to buy. 
These include practically all canned and processed foods. 
Among them she can. choose whatever she finds in the 


Foods Per Person In Britain 
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Same Items In The U:S. 


AILK 


stores, up to the limit of her available points. This limit 
usually is from three to four average packages of canned 
fish, prepared cereals, dried fruit, or whatever else her 
choice may be. 


Most important-ofthe unrationed foods are nogutalles; 


with potatoes playing the-largest-role-in the typical Brit- 
ish diet. Hardy varieties like cabbage and Brussels sprouts 
come next.- Britons are eating 50 per cent more potatoes 
now than they did before the war. 


The comparative figures shown in the Worldgraph for 
the U.S. are based on per capita consumption for the 
country as a whole. The figure for bread actually repre- 
sents all wheat flour consumed. This provides a more ac- 
curate. comparison with the British bread ration, since 
other baked goods may be partially substituted for it. 

Americans are eating more today. than they did before 
the war, but even in normal prewar times American con- 
sumption was far higher than the British average. 











Life Around the World —— 


Youth Training Center in Southern Korea 
prepares selected ‘boys’ as future leaders 


SUWON (KOREA) 

HE MOss is thick on the crumbling 
but once formidable walls that sur- 
round this ancient fortress city 28 miles 
south of Seoul, the capital. Children play 
hide-and-seek in the massive tower 
which, more than a thousand years ago, 
guarded the main gate against the at- 
tacks of invading armies. But Suwon, 
rich in historical color and martial tradi- 
tion, today has a new—and perhaps more 
significant—role as the home of the 
Korean National Youth Training Center. 

Within the shadows of the great and 
ancient walls, a squad of trim, smart 
Koreans marched across a drill ground 
with impressive martial precision. They 
wore blue denim uniforms and Pershing 
caps and saluted their officers by placing 
their right hand over their heart. They 
were rough, well-disciplined, alert. 

The training center, situated in a large 
compound, consists of buildings which 
had been erected by the Japanese for a 
military hospital. Two of the buildings 
are used as headquarters and classrooms. 
Three others have been converted into 
barracks, with six men to a room. They 
are equipped with American Army cots 
and blankets and are kept immaculate by 
the students, who assume the title “lead- 
er” upon graduation. 

Professor Kang Sche Hyong, an au- 
thority on the Hitler Youth Movement, 
explained that the Korean National Youth 
was organized less than a year ago with 
the blessings of Lt. Gen. John R. Hodge, 
American commander in Korea, and 
Maj. Gen. Archer L. Lerch, Military 
Governor. Léss than 10 months after 
its founding, it had 80,000 members in 
South Korea. 

“We are trying to do,” said the Korean 
professor* in excellent German, “what 
your Boy Scout movement is doing in 
America. Boys are 18 to 30 years old.” 

“Our movement has borrowed the best 
from the youth movements of all coun- 
tries,” he continued. “We have learned 
much from the German youth move- 
ment and we have special lessons on 
the history of the Hitler Jugend. We 
are nonpolitical, nonmilitary and non- 
partisan. Of course, we teach the danger 
of the left in order to teach how to 
destroy it, since we are trying our best 
to eliminate that element.” 
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Each month, 250 of the most promis- 
ing members of the Korean National 
Youth Movement are brought to Suwon, 
given uniforms, living quarters, food and 
an intensive one-month course of training. 

The center was established in January 
with a grant of five million yen from 
General Lerch and American equipment, 
such as trucks, gasoline, beds and 
Lister bags, which is worth—to quote 
Professor Kang—“far more than five mil- 
lion yen.” 

So far, 1,000 “boys” have completed 
their training and have been sent to vil- 
lages and towns throughout South Korea 
to organize units. They form small cells 
in each neighborhood, bigger cells in the 
villages, counties and prefectures. 

“When the ‘boys’ come here for train- 
ing,’ explained Professor Kang, “they 
have different political shades, but when 
they leave they are unified in spirit and 
purpose. Only those with the equivalent 
of a high school education, special lead- 
ership qualities and especially fit bodies 
are accepted. They will be the future 
leaders of Korea.” 

The avowed purpose of the organiza- 
tion is to inspire the youth of Korea with 
the spirit of the “Kwang Bok Army,” and 
in the future to be the core of an army 
for an independent Korea. 

The founder of the Korean National 
Youth is Gen. Lee Bum Suk, who was 
deputy commander of the “Kwang Bok 
Army,” which fought the Japanese, and 


founder of the “Korean Patriotic Revolu- 
tionists “Suicide Corps.’” He describes 
the latter as a “terrorist organization 
dedicated to assassinate enemy spies and 
strike terror into the hearts of the foes.” 

Gen. Lee Chang Chung (no relation), 
another revolutionist, returned to Korea 
several months ago from China and 
promptly set out to organize a rival 
youth movement. He is trying to mo- 
bilize under his leadership all of the 
extreme right-wing organizations in 
South Korea. 

General Hodge last year assigned Lt. 
Col. Ernest E. Voss to serve as American 
adviser to Gen. Lee Bum Suk and his 
Korean National Youth Movement. Colo- 
nel Voss says that he and General Lee 
see eye to eye on the purposes and aims 
of the organizations. 

Voss was chosen for the job because of 
his work as an executive of the Boy Scout 
movement in the United States. He 
helped reorganize the Boy Scouts in the 
Philippines before he came to Korea. He 
accepted his present assignment with 
some misgivings. 

When he was summoned to General 
Hodge's office to hear the nature of his 
job—which was to help organize a youth 
movement of “boys” of 18 to 30 years of 
age—Voss says he told Hodge: “There 
has never been a safe and sound youth 
movement of this kind.” General Hodge 
told him: “Then let’s try to make this 
one the first.” 

Colonel Voss speaks with unconcealed 
pride of the progress achieved during 
the past 10 months. “We're the fastest 
growing organization in Korea,” he 
boasts. “We're enlisting 7,000 ‘boys’ 
every week and by midsummer we 
should have more than 10,000. This is 
very much like our Boy Scouts. General 
Lee’s philosophy resembles the philoso- 
phy of Baden-Powell.” ; 

Sounding a note reminiscent of the 
Nazi and Communist philosophies, the 
handbook of the “nonpolitical, nonmili- 
tary, nonpartisan” Korean National Youth 
Movement declares: “End always justifies 
the means ‘in international dealings.” 

As we took leave of General Lee, we 
reminded him of the armed youth move- 
ment the Russians were organizing in 
North Korea and asked what there would 
be in South Korea to offset the Soviet- 
sponsored army in the event of civil war 
in Korea. Rae 

“Of course,” General Lee said, “in 
time of war our ‘boys’ could step into the 
breach. All you would have to do is give 
them guns.” J. F. 
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(Letter of transmittal from Ernest Bevin, chairman, to 
U.S. Secretary of State George C. Marshall, and the 
official text in full of the general report of the Committee 
on European Economic Co-operation. The report is the 
result of lengthy study of the economic and financial 
problems of the 16 European countries participating in 
the Marshall Plan. It was made public by the United 
States Department of State in Washington on Feb. 28, 
1947.) 


MR. BEVIN’S LETTER: 


My Dear Mr. Secretary, 


In your speech at Harvard University on the 5th June 
you stated that, before the United States could proceed 
much further in its efforts to help start the European world 
on its way to recovery, there must be some agreement among 
the countries concerned as to the requirements of the situa- 
tion and the part these countries themselves could play in 
order to give proper effect to whatever action might be under- 
taken by the Government of the United States. You suggested 
that the initiative in the drafting of a European program must 
come from Europe, and that the program should be a joint 
one agreed to by a number, if not all, of the European 
nations. You stated that an essential part of any successful 
action by the United States was an understanding by the 
people of America of the character of the problem and the 
remedies to be applied. 

The program which you suggested should be prepared has 
now been drawn up in the form of the attached initial report 
by the 16 countries which accepted the invitation of the 
British and French governments to attend a conference in 
Paris opening on 12th July. This program, which covers the 
16 participating countries concerned and Western Germany, 
contains statements of production, requirements and future 
plans on which the governments of each of the participating 
countries have agreed. 

The report has been drawn up in close and friendly co- 
operation on the part of the countries concerned, and we 
hope that it will help to solve the economic problems which 
today face a large part of the European continent. 


Yours very truly, 
ErNEST Bevin. Chairman 


(Signatures) UntreEp KIncpoM, AusTRIA, BELGIUM, DEN- 
MARK, FRANCE, GREECE, ICELAND, IRELAND, ITALY, LUXEM- 
BOURG, NETHERLANDS, NoRwAyY, PORTUGAL, SWEDEN, SWIT@ 
ERLAND, TURKEY. 


FULL TEXT OF REPORT: 


PREAMBLE 


1. In response to Mr. Marshall’s speech of June 5, the 16 
participating countries have met in Paris for the purpose of 
developing an economic recovery program and of deter- 
mining the manner and extent to which these countries can, 
by their individual and collective efforts, bring about the 
achievement of that program. 

2. In the report which follows, the participating countries 
have defined the economic and financial problems facing them 
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Committee on European Economic 
Co-operation General Report 





and have reviewed (1) the production targets which they 
have set for themselves; (2) the steps which are being taken 
and will be taken to bring about internal stabilization; 
(3) the measures which the participating nations will take 
through combined or co-ordinated action to solve production 
problems, provide for the free and efficient flow of goods and 
labor, and insure the full use of their resources; and (4) the 
problem presented by the participating countries’ and West- 
ern Germany’s balance of payments deficit with the Ameri- 
can continent. 

3. The circumstances in which the report has been drawn 
up give it the character of an initial report. It was impossible 
in a few weeks to give a completely detailed and exact ac- 
count of the economic situation of 16 European countries, of 
the serious difficulties confronting them, of the action which 
they have decided, both individually and collectively, to take, 
o1 of the import requirements necessary for the execution of 
such a program. So far as possible, however, the replies to 
the questionnaires, which were sent to each of the participat- 
ing governments, have been subjected by the committee to a 
critical examination. 

4. To deal with any amendments which appear desirable, it 
may be necessary to publish supplementary reports which will 
in particular take account of the development of the interna- 
tional economic situation. 

5. The committee, however, thought it necessary not to de- 
lay in publishing the results of the work performed to date. 
The critical situation in Europe, aggravated by the bad har- 
vests, compels it to adopt this course. 

6. The participating countries recognize that their eco- 
nomic systems are interrelated and that the prosperity of each 
of them depends upon the restoration of the prosperity of all. 
They further recognize that the objective of a sound and 
healthy economy for their countries can best be achieved by 
sustained common efforts directed specifically toward the pro- 
duction of scarce commodities, the full use of available re- 
sources and the achievement of internal financial and eco- 
nomic stability. 

7. To this end, the participating countries have undertaken 
to use all their efforts to develop their national production in 
order to achieve the production targets set out in this report. 
Each is also determined to carry out vigorously the internal 
measures which are necessary to create or maintain its own 
internal financial stability and confidence in its currency and 
credit. 

8. The participating countries have further stated their be- 
lief that the establishment of a joint organization to review 
the progress made in carrying out the recovery program will 
be necessary. 

9. The participating countries fully recognize that the pres- 
ent progress toward European recovery could not have 
been achieved without the generous and substantial aid 
furnished to certain of the European countries by the United 
States. As events have turned out, that aid has not proved 
sufficient to enable the European nations to re-establish 
their product’»n and trade on a sound and healthy basis. 
It should, therefore, be understood that the commitments 
here undertaken cannot be fully met nor can European 
recovery be finally and permanently effected without addi- 
tional external assistance. 

10. This report is in no sense a “shopping list” of the goods 
which the participating countries and Western Germany need 
from the United States. It is designed primarily as a close 
and careful analysis of the maladjustment, which has resulted 
from the war, and an examination of what the participating 
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countries can do for themselves and for each other to work 
toward a lasting solution. 

11. The report shows the expected deficit of the participat- 
ing countries and Western Germany in their trading relations 
with the American continent and the nonparticipating coun- 
tries. This illustrates the size of the problem, but it must be 
understood that the participating countries neither ask nor 
expect special aid from the United States to the full amount 
of that deficit. Some of the deficit can be filled through pri- 
vate financing and investment or the use of any suitable assets 
still available to the participating countries, and some through 
the International Bank for Reconstruction and Development. 
The amount of aid which each country needs in order to make 
its full contribution to the European recovery program is not 
specified in this report. 

12. In presenting this report in response to Mr. Marshall’s 
suggestion, the participating countries believe that the 
program of concerted action which it set forth, marks the 
advent of a new stage of European economic co-operation. 
Through the achievement of this program, by their own ef- 
forts and with such support as the United States may feel it 
proper to supply, the participating countries can march 
forward toward the attainment of that essential economic 
well-being which is the best assurance of peace and happi- 
ness. 


CHAPTER I 


Historical Introduction 


1. The 16 participating countries with Western Germany 
have a total population of 270,000,000. Most of them in 
normal times enjoyed a standard of living somewhat inferior 
to that of the United States and Canada, but higher than 
that of any other large aggregate of population in the world. 
They were able to do this firstly because they had brought 
heir industry and agriculture to a high standard of efficiency 
and, secondly, because they derived a large income from 
international trade and commerce as well as invisible exports 
such as tourism, shipping, banking and insurance services and 
the foreign investments which they had gradually built up 
over centuries. 

2. As trading nations these countries were piedominant. 
They had nearly one half of the world’s international trade; 
they owned nearly two thirds of the world’s shipping ton- 
nage; and their income from foreign investments and other 
invisible exports was sufficient to purchase nearly one quarter 
of their imports from the rest of the world. This income from 
trade enabled them to buy the raw materials needed by their 
industrial plants and the food and feeding stuffs required to 
sustain their population and agriculture. 

The following table shows the comparison with the 
United States: 
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THE PEOPLE WHOSE FUTURE IS AT STAKE: “A total population of 270 million” 


Percentage of 








Prewar World (1938) R 
population Shipping 
(millions) Imports Exports tonnage 
U.S. A. 131.7 8.1 13.2 14.2 
Participating 
countries 305.9 40.8 30.4 58.6 
Western 
Germany 40.1 *9.1 °9.0 °6.6 


*Whole of Germany. 

The figure for the participating countries includes 
trade between them. If only the trade of the 16 countries 
as a whole with the outside world is taken, their imports 
were over three times those of the United States, their ex- 


ports some 30 per cent higher than the exports of 
the U.S. 


3. The industrial structure of Western Europe was based 
upon coal, steel and chemicals, and its output of these 
products in the period just before the war was slightly greater 
than that of the U.S. Every part of this machine depended 
upon the efficient working of the other parts and none of the 
Western European countries was in a position to organize its 
industry effectively without the support of the others. 

4. A high level of agricultural production was attained, 
based in some cases on the specialized cultivation of high 
quality products and in other cases on intensive farming 
techniques depending on the use of fertilizers and imports of 
feeding stuffs. The density of the agricultural population was 
many times greater than that of North America’s, and among 
the countries with the most efficient agriculture were those 
which made most use of imported supplies. 

5. The exceptional degree of specialization in the industry 
and agriculture of the participating countries and Western 
Germany was responsible for their high standard of living, 
but it contained certain elements of weakness. The machine 
was highly developed and delicate. It depended for its 
efficient working upon the smooth working of international 
trade and the uninterrupted flow of goods and services. The 
war of 1939-45 destroyed this process, and a breakdown oc- 
curred which altered the whole basis of the economy of 
Europe. 

As time passed, it also became apparent that, even when 
the war had come to an end, the vital flow could not imme- 
diately be resumed. Allied victory had been obtained only 
at the price of the temporary destruction of some of the 
centers of production and the dislocation of the transport 
system, and by the sacrifice of shipping and foreign invest- 
ments, upon which the essential imports had so heavily 
depended. 

6. These losses and sacrifices had weakened the economic 
structure of the 16 countries and their effect was aggravated 
by many other factors. The agriculture, trade and industry of 
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European countries had been twisted out of shape by their 
own war effort or by policies imposed by armies of occupa- 
tion. Great numbers of workers were displaced or deported. 

Overseas importers, deprived of the normal flow of supplies 
from Europe, transferred an increased part of their trade to 
the United States. Many of the main sources of supply of 
these 16 countries were laid waste; the devastation in Eastern 
Europe and the Soviet Union cut off a major source of food 
and timber; the extension of the war into Southeast Asia upset 
Europe’s trade balance with the United States, which was 
partly financed by exports from Southeast Asia, and in addi- 
tion led to a double loss to the European food supply; for the 
countries of Southeast Asia not only became incapable of 
sending their normal share of food exports to Europe but re- 
quired and obtained food which would normally have come to 
Europe. 

7. In 1945 Europe was perhaps more denuded of resources 
than at any time in mcdern history. There was a shortage of 
all basic materials: of fertilizers to renovate the soil, of raw 
materials and equipment to quicken production and in most 
countries of available labor. Some industries began to run 
down for lack of facilities for all but temporary repair. 

8. After the shortage of food, the decline in the production 
of coal and steel was perhaps the hardest blow to the economy 
of Europe. Immediate rehabilitation was made difficult; 
urgent domestic needs pushed aside the claims of the export 
trade thereby further reducing capacity to buy vital industrial 
equipment abroad. Except in Germany, European forests were 
generally overcut—particularly in the occupied countries and 
the United Kingdom. Timber exports from Northeastern 
Europe fell off sharply, with serious consequences for the basic 
industries of Western Europe. 

9. Meanwhile prices had risen and, although no inflation 
comparable to that of 1914-1918 had occurred, the problem of 
unbalanced budgets and rising prices was serious in many 
countries; in some is was catastrophic. The shortage of gold and 
dollars in a large number of European countries brought about 
the development of bilateral agreements, which promoted a 
limited revival of trade, but could not provide the steady and 
universal growth which would have taken place if conditions 
had allowed a return to the normal multilateral system. 

10. To sum up, the difficulties of the participating coun- 
tries at the end of a war fought over three continents were 
due to the following main causes: 

I. Physical devastation and disruption in Western Europe 
and in the principal food and timber producing zones of 
Eastern Europe which, together with the dislocation of the 
European transport system, caused a temporary paralysis of 
production in Western Europe, including Germany; 

II. Prolonged interruption of international trade, which oc- 
curred simultaneously with the loss of income from merchant 
fleets and foreign investment, and led to the exhaustion or 
diminution of dollar funds in the 16 countries at a moment 
when many vital needs could be met only from dollar sources; 

III. Human strain and exhaustion resulting from six years 
of war on enemy occupation; 

IV. Internal financial disequilibrium, which is the inevitable 
result of a long war; 

V. In Southeast Asia, the shortage of supply of food and 
raw materials which were vital to the European economy 
both for direct consumption and as earners of dollars; 

VI. The abnormal increase of population in certain areas re- 
sulting from the wartime movement of peoples. 

11. The scale of destruction and disruption of European 
economic life was far greater than that which Europe had 
experienced in the First World War. Industrial production in 
Belgium, France and the Netherlands was reduced to 30 to 
40 per cent of prewar and in Italy to only 20 per cent; 
production of bread grains fell to only two thirds of prewar; 
300,000 freight cars had been destroyed out of a total of 
2,800,000 freight cars that were damaged. The devastated 
countries had to start again almost from the beginning. 
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12. Nevertheless, recovery proceeded well—indeed, much 
faster than after the end of the First World War. Eighteen 
months after the end of fighting in Europe, industry and 
transport were moving again vigorously and the work of 
reconstruction was getting under way. 

This was made possible by the efforts of the European 
countries themselves, with generous assistance from the 
United States and other countries and from UNRRA. So 
successful were these efforts that by the end of 1946 industrial 
production in Belgium, France and the Netherlands had 
recovered to 85 to 95 per cent of the prewar level, while 
Italian industrial production was back to 60 per cent of the 
prewar level. 

In the United Kingdom, the process of demobilization of 
the war economy had been accomplished smoothly and the 
prewar level of national output had been fully restored. In the 
Scandinavian countries, production was steadily rising. 

In the case of agricuicural production, which though hard 
hit by the war had not d-clined to the same extent as industrial 
production, the beginuing of recovery was evident in all 
cuutries in 1946. Inaeed, the participating countries as a 
wiiwie had made a good and resolute start on their task. 

iv. This improvement was not maintained in the winter 
of 1946 to 1547. The European economy, still at the con- 
Vaiesccnt Stage, suftereu a most serious setbac« as a result of 
the cuntinucu shortage ot coal, the increased cost of primary 
pivuucts and the prowonged world shortage ot tood and othe: 
essendial Culmuavdiues. 

This crisis was intensified by the exceptionally severe 
winter and the drought which followed. Further advance 
from the levels of aucumn 1946 wouid, in any case, have 
been difficult in view of the conunued inability of the Ger- 
man economy to supply the coal and other products upon 
which so much of Europe’s economic life depends. 

But the failure of production to recover in other devastated 
parts of the worid and the consequent development of further 
shortages, and further price increases created additional 
problems for Europe which threatened the whole basis of 
the recovery which had been made so far. The credits, which 
many countries had obtained in the early postwar period, 
were becoming exhausted, and the upsurge of recovery had 
used up the stocks which countries had managed to retain 
or acquire after the liberation. 

14. Early in 1947, indeed, it became clear that the effect 
ot the war had been to upset the balance between the pro- 
ductive power and resources of the Western Hemisphere and 
those of the rest of the world. 

The effect of this disequilibrium was shown most clearly 
in the surplus in the United States balance of payments 
which was then running at the rate of $10,000,000,000 a 
year. In order to maintain the progress which had so far been 
achieved, the European countries were bound to maintain 
the volume of their imports from the American continent at 
increasing cost. 

This process inevitably led to a rapid depletion of gold 
and dollar reserves. The effects of this process reach far 
beyond Europe and threaten the foundations of the world 
economy. But Europe was affected most acutely and urgently 
because of the dissipation of her financial and physical re- 
sources during the war. 

15. By the early summer of 1947, the earlier hope of a 
rapid and sustained recovery from the effects of the war had 
receded. Agricultural recovery was halted by frost damage. 
It became apparent in May that the prolonged winter and the 
spring drought would lead to poor harvests. The later droughts 
have caused a further deterioration in crop prospects. 

Industry in most European countries, in fact, recovered 
well from the winter crisis, and the levels of the previous 
autumn had been generally restored by the middle of the 
year. But this improvement was being maintained only at the 
cost of depletion of financial reserves. When these were 
exhausted, the peoples of Europe would be threatened with 
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an indefinite prolongation of insecurity and lower standards 
of living; unless drastic steps were taken to arrest the 
process, European production could never play its proper part 
in redressing the growing unbalance of the world economy. 

16. On June 5, 1947, Mr. Marshall, the U.S. Secretary of 
State, delivered a speech at Harvard University. He said: 

“, . . Europe’s requirements for the next three or four years 
of foreign food and other essential products—principally from 
America—are so much greater than her present ability to pay 
that she must have substantial additional help or face 
economic, social and political deterioration of a very grave 
character. 

“... Before, however, the Unitec States can proceed much 
further in its efforts to alleviate the situation and help start 
the European world on its way to recovery, there must be 
some agreement among the countries of Europe as to the 
requirements of the situation and the part these countries 
themselves will take in order to give proper effect to what- 
ever action might be undertaken by this Government. 

“It would be neither fitting nor efficacious for the Govern- 
ment to undertake to draw up unilaterally a program designed 
to place Europe on its feet economically . . . the initiative 
must come from Europe. The role of this country should 
consist of friendly aid in the drafting of a European program 
and of later support of such a program so far as it may be 
practical for us to do so. The program should be a joint 
one agreed to by a number, of, if not all, European nations.” 

On June 12, Mr. Marshall explained that he had in mind 
the entire Continent west of Asia—and including both the 
United Kingdom and the Soviet Union. 

17. On June 16, Mr. Bevin, the British Foreign Secretary, 
visited M. Bidault, the French Foreign Minister, in Paris. 
They agreed to seek to associate the Soviet Government with 
their initiative in framing a reply to Mr. Marshall, and dis- 
cussion between Mr. Bevin and M. Bidault and Mr. Molotov 
started in Paris on June 27. Much to the regret of the gov- 
ernments of France and the United Kingdom, agreement 
could not be reached. 

18. On July 3, Mr. Bevin and M. Bidault decided them- 
selves to issue invitations to all other European countries 
[except Spain] to attend a conference in Paris in order to 
prepare a report for presentation to Mr. Marshall in response 
to his Harvard speech. In addition to the United Kingdom 
and France, 14 countries, Austria, Belgium, Denmark, Greece, 
Iceland, Ireland, Italy, Luxembourg, the Netherlands, Nor- 
way, Portugal, Sweden, Switzerland and Turkey accepted 
the invitation and sent delegates to the conference. 

The remaining European countries decided not to take 
part, and the conference was therefore unable to deal with 
the European problem as a whole. It was hoped, however, 
that the nonparticipating countries would be able to associate 
themselves with the work of the conference at a later stage, 
and this remains the hope. 

19. The conference opened in Paris on July 12 under the 
chairmanship of Mr. Bevin. Within four days the conference 
adjourned, having set up a committee of economic co-opera- 
tion and technical committees covering food and agriculture, 
fuel and power, iron and steel and. transport to prepare a 
report. 

Later, committees were formed to deal with timber and 
man power, together with a balance of payments committee 
and a committee of financial experts to examine means of re- 
moving financial obstacles to intra-European trade. It was 
decided to prepare a report for the four years 1948-1951, and 
exhaustive information in the fields covered by the committees 
was collected from the 16 participating countries. Most of 
this information had been collected by the end of the first 
week in August. 

20. At the outset the committee of co-operation decided 
to request the commanders in chief of the occupied zones of 
Germany to give similar information about their zones as was 
being requested from the participating countries. At a later 


stage, a statement was prepared as a guide to the technical 
committees in the treatment of the information submitted. 

21. As the work of the committee of co-operation was pro- 
ceeding the foreign-exchange crisis continued to gather mo- 
mentum. There was a rapid increase in the rate of exhaustion 
of Europe's financial reserves. 

On August 20, the United Kingdom was forced temporarily 
to suspend the convertibility of sterling into U.S. dollars. 

On August 28 the Government of France announced the 
suspension of all dollar imports except cereals, coal and certain 
other supplies of similar essentiality; at the beginning of 
September, the Italian Government was obliged to suspend 
purchases of coal, oil and other basic supplies. Action on 
similar lines has been taken or is likely to become necessary 
in the near future in most of the participating countries. 

22. At the moment at which this report is published, many 
of the participating countries have already reached the point 
at which they are forced by lack of foreign exchange to 
restrict their imports of the fuel and raw materials which 
are indispensable for their industrial and agricultural pro- 
duction and to cut their imports of food to a point at which 
industrial efforts can no longer be sustained at the level 
required to enable recovery to take place. 

From the devastation of war Europe recovered well. But 
that recovery is now halted and the crisis is deepening and 


its repercussions are spreading to every corner of the world 
economy. 


CHAPTER Il 


European Recovery Program 


23. In this critical situation, the participating countries 
have examined their prospective requirements and resources 
over the next four years and have in common formulated a 
recovery program. The various countries handle their eco- 
nomic affairs by diverse means; some work to a long-term 
plan, and others follow relatively unrestricted private enter- 
prise. The means of carrying out this program will therefore 
vary from country to country, but each will be able fully to 
play its part in the program, and all are determined to do so. 

24. The recovery program is based upon four points: 

I. A strong production effort by each of the participating 
countries, especially in agriculture, fuel and power, transport 
and the modernization of equipment. 

II. The creation and maintenance of internal financial sta- 
bility as an essential condition for securing the full use of 
Europe's productive and financial resources. 

III. The development of economic co-operation between 
the participating countries. 

IV. A solution of the problem of the participating countries’ 
deficit with the American continent, particularly by exports. 

25. The production expansion, which is envisaged by 1951, 
is similar, in general scale to that achieved by the United 
States in the mobilization years 1940 to 1944. It calls for an 
unprecedented peace time effort of work by the whole popula- 
tion of all the participating countries. 

It is the maximum self-help which each country can ac- 
complish; it will restore agricultural production to the prewar 
level, and it will carry with it a significant expansion of min- 
ing and manufacturing production beyond the levels which 
were ruling in 1938. 

26. The production program provides for mutual help be- 
tween the participating countries over a wide field, and for a 
number of practical steps for specific action, such as the in- 
ternational power project. In addition, broader proposals are 
made for the reduction of trade barriers and the removal of 
financial obstacles to intra-European trade. 

27. The creation of internal financial stability in certain 
countries is necessary in order to get their entire productive 
and distributive systems into effective operation, and in order 
to secure the full use of internal and external financial re- 
sources. While the necessary economic and financial reforms 
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can be initiated without external assistance, such assistance 
will be required to make them fully effective. 

28. In order to carry out their production effort and after 
making full allowance for the supplies which they can obtain 
from each other, the participating countries need food, raw 
materials, fuel and capital equipment from overseas. There 
are two difficulties to be overcome: the inadequate supplies 
of certain key commodities available in the world, and the 
lack of means of paying for them. 

In this repert, it is estimated that available supplies to the 
participating countries, assuming complete achievement of 
their agricultural programs, will be insufficient to permit even 
the restoration of the prewar standard of food consumption 
by the end of 1951. 

Moreover, in the immediate future, the lack of supplies 
from normal sources in Eastern Europe and Southeast Asia 
increases the urgency of the need for supplies from the 
American continent. The financial counterpart of the un- 
balanced flow of goods and services from the American con- 
tinent is the dollar deficit of the participating countries. 

29. The European recovery program cannot get fully un- 
der way until the immediate dollar problem is solved. Failure 
to solve it would destroy the basis of production and internal 
confidence in Europe; a descending spiral of production and 
consumption would become inevitable. Immediate and fully 
adequate aid in 1948 is therefore necessary as a first step for 
the fulfillment of the program of production, stabilization 
and co-operation. If the initial stages of the program can be 
successfully accomplished, a momentum will be created that 
will ease the task in the following years. 

30. Productive effort which is generated in 1948 can be 
sustained and developed further only if the participating 
countries can obtain and pay for the necessary supplies from 
overseas. There will still be a large deficit in the following 
years. The purpose of the European recovery program is to re- 
duce this deficit as fast as possible. 

There will be some deficit in 1951; the participating 
countries have always depended on dollar earnings from the 
rest of the world to meet their deficit with the American 
continent, and will do so in the future. By the end of 1951, 
given reasonably favorable external conditions, the deficit 
should be of dimensions which will be manageable through 
normal means without special aid. 

31. This is a fundamental problem which cannot be solved 
quickly. The effects of the war, which are so clearly illustrated 
by the lack of balance in the world’s trading pattern, can- 
not be cured in a few months. But the participating countries 
are confident that in four years considerable and decisive 
progress can be made to overcome them. 

This recovery program can break the back of the problem. 
But continuing constructive action by the European countries 
and by the rest of the world will be needed in order to keep 
the trading position balanced and to prevent the reappearance 
of the international maladjustment which is the root of 
Europe's present difficulties. 

32. In order to insure that the recovery program is carried 
out, the 16 participating countries pledge themselves to join 
together, and invite other European countries to join with 
them, in working to this end. This pledge is undertaken by 
each country with respect to its own national program, but 
it also takes into account similar pledges made by the other 
participating countries. In particular, each country undertakes 
to use all its efforts: 

I. To develop its production to reach the targets, especially 
for food and coal; 

II. To make the fullest and most effective use of its exist- 
ing productive capacity and all available man power; 

III. To modernize its equipment and transport, so that la- 
bor becomes more productive, conditions of work are im- 
proved, and standards of living of all peoples of Europe are 
raised; 

IV. To apply all necessary measures leading to the rapid 
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achievement of internal financial monetary and economic sta- 
bility while maintaining in each country a high level of em- 
ployment; 

V. To co-operate with one another and with like-minded 
countries in all possible steps to reduce the tariffs and other 
barriers to the expansion of trade both between themselves and 
with the rest of the world, in accordance with the principles of 
the draft for an international trade organization; 

VI. To remove progressively the obstacles to the free move- 
ment of persons within Europe; 

VII. To organize together the means by which common 
resources can be developed in partnership. 

By these means and provided the necessary supplies can be 
obtained from overseas, European recovery can be achieved. 


CHAPTER iil 
Production Effort 


33. The committee of co-operation concentrated its exami- 
nation upon food and agriculture, fuel and power, steel, tim- 
ber and transport, together with related industries such as 
agricultural and mining machinery, as well as the general 
problem of labor. These are the basis of economic life and 
if there is not enough of any of them the entire economy 
suffers. The first task is to put these foundations right. Suc- 
cess in this is the first and essential condition for the growth 
of the varied flow of finished products of all kinds which 
Europe needs for its own people and for export. 

34. These key commodities and services are all interde- 
pendent. More food for miners means more coal; more coal 
means more steel; this in turn makes it possible to produce 
more mining machinery and more agricultural machinery 
to produce more coal and more food, and more transport 
equipment to enable the increased supplies of coal to flow 
smoothly from the pits. 

If timber is lacking, coal production is hampered and 
movements by rail are slowed down if there are not enough 
timber ties to maintain the track. Europe’s experience shows 
how these shortages interact upon one another and _ ulti- 
mately lead to industrial stagnation. An expansion of each 
can likewise have a cumulative stimulating effect upon the 
whole structure. 

35. The production effort of the participating countries and 
Western Germany will therefore be concentrated on these 
things. These goods and services must be provided for a 
population which in 1951 will exceed prewar by 11 per cent. 
The national programs and measures for mutual assistance 
are designed to achieve the following results by 1951: 

I. Restoration of prewar bread grain and other cereal pro- 
duction, with large increases above prewar in sugar and pota- 
toes, some increases in oils and fats, and as fast an expansion 
in livestock products as supplies of feeding stuffs will allow. 

II. Increase of coal output to 584,000,000 tons, i. e., 
145,000,000 tons above the 1947 level (an increase of one 
third) and 30,000,000 tons above the 1938 level. 

III. Expansion of electricity output by nearly 70,000,000,- 
000 kilowatt hours, or 40 per cent above 1947 and a growth 
of generating capacity by over 25,000,000 kilowatts, or two 
thirds above prewar. 

IV. Development of oil-refining capacity in terms of crude 
oil throughput by 70,000,000 tons to two and half times 
the prewar level. 

V. Increase of crude steel production by 80 per cent above 
1947 to a level of 55,000,000 tons, or 10,000,000 tons (20 
per cent) above 1938. 

VI. Expansion of inland transport facilities to carry a 25 
per cent greater load in 1951 than in 1938. 

VII. Restoration of prewar merchant fleets of the par- 
ticipating countries by 1951. 

VIII. Supply from European production of most of the 
capital equipment needed for these expansions. 

36. The governments of the 16 participating countries have 


undertaken to use all their efforts to develop their national 
production in order to achieve the objectives specified above. 
Each of these governments in assuming this undertaking has 
taken into account the similar undertakings given by the other 
participating countries. The 16 participating countries con- 
sider that the linking together of their production efforts in 
this way should be an important contribution to the achieve- 
ment of the programs which they have set themselves. 

37. This program is not, of course, possible by the efforts 
of the participating countries alone; it must be sustained by 
a flow of goods and services from the rest of the world. But 
this is the scale of the agricultural and industrial effort which 
the participating countries have decided to make and which 
must be achieved in order to lift the level of European pro- 
duction to what is required to supply the European peoples’ 
needs and to produce the exports which will pay for the 
necessary imports. 

38. Food is the first essential, and agriculture is the most 
important single form of economic activity in the participat- 
ing countries and in Western Germany. In terms-of total hu- 
man effort, more must be accomplished in this field than in 
any other. The population in this area in 1951 will be about 
11 per cent above prewar and the restoration of prewar agri- 
cultural output can therefore be no more than the first stage 
in a longer-term program. 

Prewar output of cereals and other crops can be restored 
and in some cases exceeded by 1951, but the rebuilding of 
livestock herds will be a slower process, which is dependent 
upon the supply of imported feeding stuffs, and even if full 
requirements are met, meat production will still be only 90 
per cent of prewar. The supply of fish has already recovered 
to the prewar level and could, if market conditions allowed, 
be substantially raised with present equipment. The following 
table summarizes the production program: 


| 
ee 


& 


~ | 





4 
” 


REPORT IN THE MAKING: Foreign Minister Bidault opens the European conference on the Marshall Plan 


Production of Basic Foods 
(million metric tons) 
1934- 1946- 1947- 1950- 
1938 1947 1948 1951 


All cereals 64.5 55.6 48.9 65.8 
Bread grains 34.0 28.3 21.4 34.0 
Potatoes 97.7 50.7 61.6 68.2 
Sugar 3.4 3.3 3.4 3.9 
Meat 9.0 3.9 6.0 8.1 
Milk 72.5 55.7 57.0 73.4 
Oil and fats (in- 

cluding butter) 2.8 2.0 2.2 2.9 


NotEe—years from July 1 to June 30. 


39. Outstanding examples are the cereals’ production pro- 
grams of France and Italy. These two countries are the 
largest producers of bread grains among the participating 
countries, and the former was before the war normally self- 
sufficient. 

in France bread grains’ production, which before the war 
was 8,900,000 tons had fallen to an estimated 3,800,000 tons 
in 1947 to 1948. By 1950-51, it is estimated again to reach 
8,800,000 tons. The corresponding figures for Italy are, prewar 
7,400,000 tons; 1947-48, 4,700,000 tons, and 1950-51, 
7,100,000 tons. 

The production of livestock products among all the par- 
ticipating countries shows an even greater decline than thai of 
crops; the production of meat is only two thirds of prewar: 
the rate at which it will increase will depend entirely upon 
the availability of imported feeding stuffs. 

40. As their programs develop, some countries’ exportable 
surpluses will increase rapidly and this will allow other 
participating countries either to increase their consumption 
or to reduce their imports from elsewhere. The exportable 
surplus of butter from certain participating countries will 
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increase from 87,000 tons in 1946-47 to 154,000 tons in 
1950-51; that of eggs from 52,000 tons to 223,000 tons; that 
of meat from 398,000 tons to 630,000 tons, and that of fruit 
from 550,000 tons to 1,911,000 tons. 

In the same way, exportable surpluses of certain special 
products which now find difficulty in entering their prewar 
markets will begin to move more freely. This is a natural 
form of mutual help which will grow automatically as the 
production programs proceed. 

41. The program requires first of all the restoration of soil 
fertility. The participating countries are developing their 
production of fertilizers with special emphasis upon nitrogen 
as providing the most effective aid to quick crop production. 
This need for nitrogen fertilizer is much greater than prewar, 
because stable manure has been less rich in plant nutrient 
for lack of imported feeding stuffs. 

Production of fertilizers is already well above prewar and 
the present level will be doubled by 1950-51. With adequate 
supplies of phosphates and potash, this production of nitro- 
gen fertilizer will be enough to cover requirements at the end 
of the period, but even if sufficient coal is available abnormal 
imports of nitrogen from the American continent will be 
needed on a diminishing scale in the earlier years. 

42. The second requirement is that the mechanical means 
of working the soil and handling the crops should be im- 
proved by the increased use of tractors and machinery, and 
thus a higher production per working unit reached. The 
production of agricultural machinery—and especially tractors 
~—is being actively expanded in the participating countries, 
and this will meet a steadily increasing part of the demands 
except for special types of equipment. The third requirement 
is sufficient imported feeding stuffs. 

The density of population in the participating countries 
and Western Germany is too great to permit simultaneous 
production both of enough crops for direct consumption and 
of enough feeding stuffs to produce enough protective live- 
stock products. 

Large quantities of protein feeding stuffs such as oil cake 
are needed to supplement home-grown winter fodder for 
dairy cattle, as well as feeding grain mainly for pigs and 
poultry. 

43. Special long-term programs for the mechanical pro- 
duction of ground nuts are being undertaken by the British 
and French governments in Africa. This will eventually add 
significantly to the world supplies of oils and fats. 

44. Fuel and power are likewise crucial. At the present 
time, the United States is consuming four times as much fuel 
and power per head of its population as the participating 
countries and Western Germany, and even before the war 
the ratio was 2% to 1. This affords a rough measure of the 
difference between the technical levels of the United States 
and the European economies and underlines Europe’s main 
need, not only to recover its prewar supplies of energy but 
also to increase them progressively and thus raise the whole 
standard of productivity of European workers. 

Before the war four fifths of the power used in the par- 
ticipating countries and Western Germany was derived 
directly or indirectly from coal. These countries expect over 
the next four years a substantial increase in the use of 
petroleum products and the development of new hydroelectric 
capacity, but the basic source of power will continue to be 
coal. 

45. Coal production is at present 20 per cent below the 
prewar level, ‘mainly because output in the bi-zone of 
Germany and in the United Kingdom has been slow to 
recover from the aftereffects of the war. The basic difficulties 
in the Ruhr are, lack of trained labor, coupled with acute food 
and housing shortages. 

In the United Kingdom, there has been a shortage of skilled 
labor for underground work, as well as deficiencies in techni- 
cal development (due largely to the deliberate adoption of a 
“quick returns” policy during the war) and in plant replace- 
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ment and modernization. These deficiencies in the United 
Kingdom are now to be made good. As a result of the measures 
now in hand, which comprise an expanded labor force, 
extensive capital development (including some 20 new 
sinkings) and the intensified use of modern mechanized 
methods, output in 1951 is programmed to exceed the 1947 
figure by 50,000,000 tons. The mining machinery and supplies 
of all kinds required of this major effort over the four-year 
period will exceed $1,000,000,000; virtually all the items 
required will be produced in the United Kingdom. It is hoped 
to resume exports of coal to other participating countries after 
April 1948, the quantity rising from 6,000,000 tons in 1948 
to 29,000,000 tons in 1951. 

46. In the bi-zone of Western Germany, there will be an in- 
crease of 60,000,000 tons in 1951, compared with 1947, but 
the extent of devastation has been so great that the 1938 
output will not be retained in this period. In the Saar, produc- 
tion will reach the 1938 level in 1948, and will in 1951 be 
20 per cent above it. In France, too, where production already 
is over prewar level, a further expansion of 12,000,000 tons, 
or 25 per cent, is planned by 1951. The net result is that for | 
the participating countries and Western Germany as a 
whole, production in 1951 will be 30,000,000 tons higher 
than in 1938. 


TABLE II 
Production of Coal and Lignite 
(millions of tons; ton for ton) 
1938 1947 1948 1951 


United Kingdom 231 199 214 249 
Ee ee a ee 
Bi-Zone 206 133 149 193 
Saar 14 10 14 17 
France 48 51 51 63 
Belgium 30 24 26 31 
Other countries 23 22 24 31 

Totai 552 439 478 584 


47. To carry out this program requires more intensive ex- 
ploitation of coal by modern mechanized methods, the pro- 
vision of an adequate and efficient labor force, and improve- 
ment in food and housing. 

The European Coal Organization is making. a special 
examination of the best means of securing the most efficient 
use of such surplus capacity as may exist for manufacturing 
mining supplies. 

The committee examined the pit-prop position, particularly 
in order to break the vicious circle by which exports of pit 
props are checked for lack of coal while ceal production 
is checked for lack of pit props. Plans for increasing the 
supplies of coal to Scandinavia have enabled the committee 
to allow for more imports of pit props from Sweden. It is 
expected that Sweden will be able to increase her exports 
of pit props to 300,000 solid cubic meters a year, which is 
50 per cent above her prewar exports, and this and other 
proposals should bring supply and demand into balance. 

48. Consumption of electricity has increased during the 
war, but there has been no corresponding increase in gen- 
erating capacity. A further substantial growth of consump- 
tion is expected to a level in 1951 about 80 per cent above 
that of 1938. In order to catch up the arrears and to provide 
for this further expansion, the annual rate of growth of gen- 
erating capacity will have to be nearly four times the rate 
in 1937 and 1938. 

This presents a major industrial task. In view of the coal 
position, emphasis is being laid on thermal plants designed 
to consume low-grade fuels and more particularly on hydro- 
electric plants. But it is certain that for many years generat- 
ing capacity will not be enough to meet requirements. 

49. In addition to the expansion programs which are al- 
ready under way, the committee considered further means 
of exploiting hydroelectric and lignite resources, and a special 
working party was set up to study this problem. It examined 


many projects and chose a plan which comprises six hydro- 
electric plants in Italy, France and on the Austro-Italo-Swiss 
frontier together with two lignite thermal plants in Germany 
and one geothermal plant in Italy. These projects have been 
selected without regard to national frontiers and involved in 
some cases the co-operative development of resources cutting 
across frontiers. 

50. A further consequence of the coal shortage is the in- 
creasing use of fuel oil, consumption of which is expected to 
rise from 12,000,000 tons in 1947 to 28,000,000 tons in 1951. 
This, together with the increasing demands for petroleum prod- 
ucts resulting from the mechanization of agriculture, the ex- 
pansion of industry and the growth of road transport presents 
a formidable problem to all participating countries, for this 
whole area has virtually no natural resources of oil. 

It is planned to reduce the foreign exchange burden as 
far as possible by the development of oil-refining capacity; 
this will also provide raw material for the increasingly impor- 
tant chemical processes dependent upon oil derivatives. This 
involves expanding the production of refined products by 
the participating countries and Western Germany by 1951 
to two and one-half times the prewar level. 

51. One of the most difficult problems considered by the 
committee is the supply of hard coke and coking coal. For 
the last 60 years the iron and steel industries of western 
continental Europe have been based on the combination of 
Ruhr coking coal (which is eminently suitable for making 
hard coke, essential for steel manufacture) and Lorraine iron 
ore. With the reduced level of coal output prevailing in the 
Ruhr, with its consequential effect on the level of hard coke 
and coking-coal exports, and the fact that the United King- 
dom is not yet able to resume exports of coking coal on the 
prewar scale, the supplies available are not enough to meet 
the demands of the iron and steel industries in France, Bel- 
gium, Luxembourg and other countries. 

52. The committee has developed a plan to cover the coke 
deficit, which was originally estimated at 20 per cent of 
requirements in 1948. This would involve the diversion of 
coke from nonmetallurgical uses, coke economy by the use 
of richer iron ores in blast furnaces, and the import of a 
larger proportion of coking coal in place of other coal from 
the United States and Poland. 

In addition, in the bi-zone of Germany, an increased rate 
of carbonization would be called for and a higher proportion 
of hard coke in Western German solid-fuel exports. These 
measures will demand a high degree of co-operation and 
effort, particularly in the bi-zone of Germany, and will have 
to be continued in order to insure that the supplies of coke 
vital to European steel production are available in sufficient 
quantities. 

53. If the coke plan is successful, the main obstacle to the 
achievement of the full program for iron and steel production 
will have been removed but there will be continuing diffi- 
culty in the. provision of scrap and possibly some shortage 
of rich iron ore in the later years of the period. Supplies of 
manganese ore may also be scarce. 

A slight, shortfall in the program would not affect the basic 
engineering industries mentioned in this chapter but it would 
probably affect the rate at which the construction industries 
could cope with the physical reconstruction of the war-torn 
areas. 

54. The full steel programs for the participating countries, 
together with target figures for Western Germany, are shown 
in the following table: 


TABLE III 
Production of Crude Steel 
(Millions of Tons) 


Best 
1938 yvear* 1947 1°48 1951 
United Kingdom 10.6 13.2 12.7 14.0 15.0 
France 6.2 9.7 98 104 #«=®13.7 


Belgium and 


Luxembourg 3.8 7.0 4.6 7.3 7.9 
Italy 2.3 2.3 1.6 2.5 3.0 
Other participating 

countries 1.8 1.8 2.0 2.3 4.1 
Bi-zone of Germany 17.8 17.8 2.8 4.1 10.0% 
Saar and French 

zone 3.0 3.0 0.8 1.7 2.7 

Total 455 547° 303 423 55.4 


Of which partici- 
pating countries 24.7 33.9 26.7 365 42.7 
Western Germany 20.8 20.8 3.6 5.8 12.7 
* [Total given in official text, but figures do not add up to 
this number. | 


a. A selected prewar year of greatest activity has been 
taken for each country. The total of these figures gives a 
measure of the output of which the plant of the countries 
taken together was capable. 

b. The figures for the bi-zone of Western Germany are 
put forward by the control authorities as targets which could 
be achieved provided that certain assumptions are fulfilled. 
Under the March 1946 level-of-industry plan steel production 
would be limited to 4,700,000 ingot tons. Production, how- 
ever, might be raised to 10,000,000 tons in 1951 in conform- 
ity with the level permitted in bi-zonal level-of-industry plan 
announced by the commanders in chief on Aug. 29, 1947. 

It could certainly, with proper efforts on the part of the 
industry, be raised to 7,000,000 or 8,000,000 tons by that 
date. Any calculations based on the 10,000,000-ingot-ton 
figure must take account of the statement that the measures 
about to be taken by the commanders in chief do not prejudge 
quadripartite decisions of the Council of Foreign Ministers in 
respect of the level of industry for Germany as a whole and 
such industrial limitations as may be imposed by the peace 
settlement. 

55. In spite of the fuel shortage, the participating countries 
are now producing more steel than they did in 1938, although 
this is still less than their production in prewar peak years 
when the French, Belgian and Luxembourg industries were 
working at nearly full capacity. The program for crude steel 
in 1951 for the participating countries is 60 per cent above 
1947, and will be 25 per cent above the total of their best 
prewar years. The increase in finished steel is slightly greater 
than that in crude. 

56. This growth in the production of the participating coun- 
tries will compensate for the reduction in Western Germany’s 
steel] output below the inflated level reached during the 
years of rearmament; total production in 1951 will not sig- 
nificantly exceed the prewar capacity of the area taken as a 
whole. Even with this expansion of output, indeed the con- 
sumption of steel per head in the participating countries and 
Western Germany will be only one third that of the U. S. 

57. The full program is one of making maximum use of 
existing capacity, of modernization and to some extent of 
expansion. In the four-year period, new capacity will be 
coming into operation in the participating countries at all 
stages of manufacture. It will add more to existing capacity 
for pig iron and crude steel than for finished steel where a 
relatively high proportion of the new construction will re- 
place old plant. In most of the participating countries mod- 
ernization and re-equipment will at all stages of the industry 
be more important than new construction; only about 20 per 
cent of the output in 1951 will be from new capacity. The 
modernization programs aim at increasing the efficiency of 
the industry as a whole, particularly in the use of fuel and 
man power. 

58. The building of new iron and steel-making capacity is 
a major operation. The countries represented at Paris have 
recognized the value of assembling the data about future 
trends of steel supplies and requirements and the committee 
has arranged for the interchange of information by the steel- 
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producing countries about their programs of modernization 
and extension so that each country, in developing its pro- 
grams, may take account of the plans made by the others. 

59. Expansion of steel production will clear the way for a 
considerable increase in engineering output, particularly in 
those branches of the engineering industry which provide 
equipmentfor the key commodities and services. The bulk of 
the equipment required for these purposes will in fact be pro- 
vided by the participating countries and Western Germany 
themselves. 

They will themselves produce about 90 per cent of their 
total requirements of mining equipment, which are estimated 
at $3,700,000,000; for the program of generating plant ex- 
tensions—$5,300,000,000—the proportion is much the same; 
they will produce two thirds of their petroleum equipment re- 
quirements, both for the domestic refining programs and for 
development overseas; apart from certain special items, such 
as continuous wide strip mills, they will provide most of the 
plant required for the expansion and modernization of their 
iron and steel industries; the European tractor and agricul- 
tural machinery industries are expanding fast and will suf- 
fice to cover the long-term requirements except again for 
special types of equipment. 

60. The reconstruction of inland transport will make heavy 
demands on the iron and steel and engineering industries, for 
arrears of inadequate wartime maint:nance must be made up 
as well as the expansion required in order to enable the rail- 
ways to carry substantially increased loads in 1951. 

The increase in locomotive’s production should be sufficient 
to meet essential needs and to provide for a margin for export 
overseas; production of freight cars, on the other hand, will 
be insufficient to make good the heavy wartime destruction. 
Requirements for passenger coaches are being kept down to 
the minimum and 90 per cent of them will be covered by 
home production. 

The production of the necessary rolling stock is a formidable 
task and the committee has paid special attention to the means 
of securing economy, both in their production and in their 
use. A proposal for an international freight-car pool is being 
submitted for discussion by the Economic Commission for 
Europe and the problem of standardization of freight-car 
design is being referred to the International Standards Con- 
ference. 

61. The participating countries intend, during the next 
four years, to make good their wartime losses of 22,000,000 
gross registered tons of shipping tonnage. Part of this gap will 
be filled by purchases, but a far larger tonnage will be built in 
the participating countries’ own shipyards. At the end of 1951 
the merchant fleets at the disposal of the participating coun- 
tries will be somewhat larger than in 1938. 

But against this must be set the disappearance of the Ger- 
man merchant fleet. This shipbuilding effort is a work of re- 
construction which must be carried through if the participating 
countries are to be able to stand on their own feet. 

62. The basis of all this constructional work is steel. Of 
other constructional materials, timber is one of which the par- 
ticipating countries and Western Germany are normally large 
importers. The supply of timber is crucial for mining, inland 
transport and shipbuilding—as well as for rebuilding the 
shattered cities. In spite of the overcutting of forests which 
has taken place during the war and thus the urgent need to 
return to sound timber economy, most of the participating 
countries have accepted the resolution of the Marianske Lazne 
Conference to increase production by 10 per cent in 1948 
and 1949. 

At the same time, the occupation authorities in Western 
Germany have adopted a policy of raising the rate of cutting 
in the forests, which were carefully husbanded during the 
war. It is important that a continued effort should be de- 
manded of timber production in Germany. 

It is entirely clear, however, that total supplies will be 
inadequate and will prevent the development of housing 
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programs which are urgently needed; in many countries the 
housing shortage is a cause of low productivity, and every- 
where it is a check to the mobility of labor. 

_ 63. With one or two exceptions all the participating coun- 
tries are experiencing labor shortage. This will continue 
during the period of expansion provided that the necessary 
supplies can be made available from overseas in order to 
enable the recovery program to be carried out. 

The important exception is Italy, whose normal increase 
in population is too great to be absorbed by any practicable 
expansion of agricultural and industrial production. It is 
possible that at a later date Western Germany might also be 
a source of labor recruitment. 

The present surplus Italian labor force of 2,000,000 would, 
if suitably trained, be enough to cover the needs of all other 
countries. 

Considerable efforts have been made to transfer labor from 
Italy and some success has been achieved in this as well as 
in the absorption of displaced persons now in Germany and 
Austria. Food and particularly housing shortages, however. 
present difficulties and it has not always been possible to 
devise adequate means of enabling Italians in foreign countries 
to send remittances back to their families at home. 

The committee has recommended means of aiding the 
recruitment of immigration labor, but the solution of the prob- 
lem really turns upon better food and housing and improve- 
ment in intra-European payments arrangements, This prob- 
lem, like the rest of the problems which confront the partic- 
ipating countries can be solved only by the carrying through 
of the European recovery program as a whole. 

64. The participating countries are confident that this huge 
production program can be achieved. If a good start is made, 
the program will move with its own momentum; these mod- 
ernization and development projects will all increase produc- 
tivity and thus contribute to raising the general level of in- 
dustrial production and exports. 

But the programs as a whole are interdependent. Every ele- 
ment in them depends upon the others—mining machinery 
upon steel, steel upon coal, coal upon food—and in turn de- 
pends upon the availability of supplies from overseas in the 
right quantities and at the right times, upon the maintenance 
of internal financial stability and upon the continuing and ef- 
fective mutual help between the participating countries, 


CHAPTER IV 


Internal Economic Financial 
and Monetary Stability 


65. The success of the program of the participating coun- 
tries depends on internal economic financial and monetary 
stability being restored, or maintained. The production targets 
cannot be achieved nor can European co-operation be accom- 
plished unless the economies of all the participating countries 
are sound and stable. Instability in any country affects the 
participating countries as a whole, for it hampers and distorts 
trade and prevents the affected countries from making their 
full contribution to the recovery program. 

66. All the participating countries are to a greater or lesser 
extent affected by inflation resulting from the war. This general 
inflationary pressure is generated by the reciprocal effects of a 
shortage of supplies of consumer goods on the one hand and 
the increase in money incomes on the other. The existence of 
a large volume of surplus purchasing power is in itself a great 
stimulus to this inflationary pressure and the growth of money 
incomes develops with cumulative force when it is fed by in- 
flationary financing of budget deficits. 

67. The strength of the inflationary pressure differs widely 
from country to country, partly according to the success of 
the efforts which the country makes to resist it and partly 
according to the circumstances of the country itself. In 
some countries, relative stability of prices and wages has been 
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preserved by drastic domestic policies of reducing purchasing 
power, controls, and rationing; where there is serious shortage 
of food and consumer goods, however, workers cannot spend 
their earnings to satisfy their normal needs, and the incentive 
to work is less than in normal conditions. 

In other countries, a much more advanced state of inflation 
has been reached; postwar budgets have not been balanced 
and there has been a continual rise in prices, which inevitably 
leads to demands for higher money wages—a situation which 
is very difficult to cure and which threatens to lead to a dis- 
trust of the national currency. 

This has led in turn to the hoarding of food or to its 
disposal in the black market; agricultural producers prefer to 
reduce their sales or not to sell at all because they cannot 
buy things with the money they obtain. Industrial workers 
spend much of their time looking for food and goods. People 
refuse to invest capital in fixed-interest securities and seek to 
transfer it into gold or foreign exchange; capital held abroad 
is left there and becomes a hidden private asset which brings 
no benefit to the nation as a whole. 

68. The countries represented on the committee of co- 
operation have pledged themselves that, where stabilization 
programs are required, they will carry them out in a spirit 
of determination. In particular, the governments of the par- 
ticipating countries concerned undertake to carry out, inde- 
pendently of any external assistance, the internal measures 
within their power in fiscal and currency matters, and also in 
the field of production, with the purpose of restricting forth- 
with calls on the bank of issue and other inflationary practices, 
and of increasing the production of consumer and capital 
goods. 

Thus the French Government has made clear to the com- 
mittee of co-operation its determination to meet from current 
revenue all budget expenditure including military and recon- 
struction expenditure in 1948, with the sole exception of ex- 
penditure in respect of indemnities for war losses to private 
property and of industrial investment. Furthermore, the year 
1948 will see the end of all new borrowing from the Bank of 
France. A comprehensive plan for economic and monetary 
stabilization is being worked out and will be submitted to the 
next session of Parliament. 

69. The Italian Government declares that special steps are 
now being taken with regard to finance and credit and that 
other such measures likewise intended to put internal finances 
on a sound footing will be introduced very shortly. Thus the 
Italian Government has decided that it will approve no new 
expenditure unless provision is made for revenue to a corre- 
sponding amount. Furthermore, a recent enactment forbids the 
Treasury to accept any new loans from the Central Bank, unless 
Parliament has specially authorized it beforehand to do so. 

The entire expenditure contemplated for the financial year 
1947-1948—for which the total deficit is already substantially 
lower than that for the previous finan¢ial year—will have to 
be wholly covered by taxation, except for the special expendi- 
ture required for the economic rehabilitation of the country, 
which will be covered by internal and foreign loans. 

70. Other countries, inter alia Greece, have also submitted 
statements to the committee of co-operation placing on record 
their resolve to achieve a complete budget balance as quickly 
as possible. These statements are published in the second 
volume of this report. 

71. It is essential to the success of the whole program that 
stabilization should be achieved as quickly as possible. In this 
respect, the year 1948 is crucial. It will, in effect, determine 
the success of the efforts undertaken on the two major aspects 
of stabilization. The first of these is the establishment of equi- 
librium between purchasing power and available commodities. 
The second is the prevention, in all cases where this is neces- 
sary, of the creation of new purchasing power, of which 
budget deficits are the main cause. 

If these two objectives are attained next year, the situation 
of Europe will be radically transformed. In all countries where 


there is at present a tendency to hoard and conceal resources, 
the country’s external financial situation will be improved by 
putting to use all material resources which are at present 
concealed and by bringing back foreign-exchange assets into 
normal circulation. In general terms, the restoration of a 
healthy economic and monetary situation with appropriate 
rates of exchange will stimulate production and exports and 
open new possibilities of foreign investment and commercial 
credits. 

72. The quick success of stabilization will to a very large 
extent depend on adequate foreign assistance being available 
during the period in which stabilization is being achieved. If 
production falls below a certain level, it becomes far more 
difficult to reach equilibrium between savings and taxes, on 
the one hand, and the needs for investment and for financing 
public expenditure, on the other, and this is especially true 
in a country where investment needs are increased by war 
destruction. 

But the production of the participating countries as a whole 
is still far below the level at which equilibrium can be attained 
and stability cannot therefore exist unless it is constantly rein- 
forced by controls and rationing. The application of such a 
policy presents increasing difficulties over a long period and, 
as has been pointed out previously, may tend to react un- 
favorably on production. An interval must elapse before pro- 
duction can reach an adequate level, whilst external assis- 
tance will contribute to rapid stabilization by assuring an 
adequate flow of imports so as to balance the national income 
and national outlay of the participating countries at a sup- 
portable level of consumption. In this way the financial and 
monetary bases for a sound economy can be rapidly re- 
established in Europe. | 

73. External assistance must be used in such a way that by 
the end of the period national income in its widest sense will 
cover national expenditure. The main aim should clearly be to 
reduce inflationary pressure where it exists. 

74. If the gold and dollar reserves of the country concerned 
have been exhausted there may be real difficulty in main- 
taining or restoring confidence in the currency, even if the 
budget has been balanced and the continual increase of pur- 
chasing power stopped, and even if sufficient external aid is 
forthcoming to permit the purchase of imports. It would assist 
the difficult and painful operation of bringing inflation under 
control and then stopping it, if supplementary external re- 
sources specifically designed to raise the country’s gold and 
dollar reserves to an adequate amount were made available. 

Apart from its immediate purpose of stopping inflation and 
restoring confidence in the currency, this strengthening of 
the gold and dollar reserves would be of the greatest help 
to these countries when they had maintained or regained a 
position of stable equilibrium and would therefore be in a 
position to make their currencies convertible, as defined in the 
articles of agreement of the International Monetary Fund, if 
they possessed adequate gold and dollar reserve. 

75. The amount of such resources that is required is the 
total of the amounts which the various countries concerned 
need to make up their gold and dollar reserves to a minimum 
level which will restore confidence. No precise calculation 
can be made of the amount required without examining the 
position of each of the countries concerned at the time when 
the stabilization is undertaken. But from such estimates as 
can be made the amount likely to be required would be of, 
the order of three billion dollars. 

76. No country would expect such supplementary external 
resources to be made available unless it could demonstrate 
satisfactorily that they would be used to carry out a program 
of stabilization and eventually to make currencies convertible 
and would not be exhausted by financing imports. 

77. The governments represented on the committee of co- 
operation have pledged themselves after stabilization has been 
fully achieved and can be successfully maintained to make 
their currencies convertible as defined in the articles of agree- 
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ment of the International Monetary Fund at appropriate rates 
of exchange. The governments concerned further pledge them- 
selves that any external assistance received for this purpose 
will be used for this purpose only and applied in constructive 
and comprehensive measures to put an end to inflation and 
eventually, when the necessary conditions have been fulfilled, 
to make their currencies convertible. 


CHAPTER V 


Economic Co-operation 


78. In addition to the self-help represented by the indi- 
vidual countries’ production programs and stabilization plans, 
a wide range of actual and potential mutual help between the 
participating countries has emerged from the committee’s dis- 
cussions. The work in Paris in fitting together the various pro- 
duction targets into a European program; 

The undertaking by each country to the others to use its 
best efforts to carry out its production program; the arrange- 
ments proposed for reviewing the progress made with the pro- 
duction programs—these together constitute a significant step 
forward in European economic co-operation. 

79. The controlling principle of the committee’s work has 
been the interdependence of the national economies of the 
countries covered by this report, and if these countries are to 
proceed quickly along the road to recovery, they must pro- 
ceed together. In each subject examined by the committee, 
therefore, the first step has been to see how far the various 
countries can meet each other's needs, and full account has 
been taken of the possibilities of mutual help through the in- 
terchange of goods in assessing the requirements to be met 
from the outside world. 

80. The structure of the European economy as it existed 
before the war was already a highly developed system of 
mutual help. It was founded upon the specialization of human 
skill and industrial capacity which was in fact responsible for 
the relatively high standard of living which these countries en- 
joyed in relation to their limited natural resources. 

The economic life of some of these countries was based 
largely upon supplying others; some of the participating 
countries are more closely integrated together than others. 
But between all of them there are close traditional links which 
form a natural bond, and which they have been striving to 
reforge after the disruption of the war. It is therefore entirely 
natural that a complicated network of mutua! help should 
exist, and that it should develop further as production grows. 

81. In every one of the products examined by the com- 
mittee, national production programs are being developed 
which will also satisfy the needs of other European countries 
and so reduce the deficiencies which at present must be 
supplied from the outside world and in particular from the 
American continent. 

The food-exporting participating countries are planning to 
increase their export surpluses as fast as they can, and in 
meat, dairy produce and fruit these will make a large con- 
tribution by 1951; the United Kingdom coal-development 
programs carried out at very large capital cost, will begin to 
make supplies available for other participating countries in 
1948. Rising to 29,000,000 tons a year in 1951. 

The expansion programs for agricultural machinery and 
nitrogen fertilizer, besides providing for the needs of the 
countries which are carrying them out, will also supply other 
participating countries’ needs and will permit a rapid reduc- 
tion in the supplies required from the United States; co- 
operative measures are being taken to increase the production 
of timber; most of the work of rebuilding the merchant fleets 
of the participating countries is being carried out in their 
own or each others’ yards. Much of this mutual help arises 
in the normal course of trade, but there have been certain 
special cases, such as that of hard coke and coking coal, in 
which particular arrangements have been worked out. 
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82. If the increased production resulting from these pro- 
grams is to make its full contribution to the restoration of the 
European economy and the reduction of abnormal demands 
on the rest of the world, it must be accompanied by a freer 
movement of goods and services within Europe itself. This 
movement is now hampered by quantitative restrictions on 
imports and exports, by measures which countries have been 
forced to take to balance their trade with each other bilater- 
ally and by restrictions on the movement of men and women. 
To achieve the freer movement of goods, the participating 
countries are resolved: 

(1) To abolish as soon as possible the abnormal restric- 
tions which at present hamper their mutual trade; 

(2) To aim, as between themselves and the rest of the 
world, at a sound and balanced multilateral trading system 
based on the principles which have guided the framers of 
the draft charter for an international trade organization. 

83. The present abnormal restrictions on imports and*ex- 
ports are necessitated by balance-of-payments difficulties and 
supply shortages. European countries are not alone today in 
being forced to impose quantitative restrictions on imports 
and exports for these reasons. There are, however, serious and 
practical dangers for the participating countries if these re- 
strictions are more stringent than is necessary and if they are 
retained in operation longer than is justified by the balance- 
of-payments difficulties of the countries which impose them. 

Europe’s welfare depends upon its ability to sell a large and 
increasing volume of goods to the American continent, and to 
other parts of the outside world. including those areas in the 
economic development of which Europe has traditionally 
played so large a part. It will be impossible to develop the effi- 
cient and varied production which will be required for this 
purpose if uneconomic production is stimulated and if artificial 
price structures are perpetuated. 

It will in any case be impossible for the participating coun- 
tries to build up their exports to the necessary extent unless a 
sound and balanced multilateral trading system develops in 
the world and the principles of the draft charter for an inter- 
national trade organization are carried into effect. 

84. An early relaxation of restrictions on trade within Eu- 
rope so far as the balance-of-payments position of each coun- 
try permits, and a return to a multilateral nondiscriminatory 
system of trading within Europe will thus help materially to 
encourage development on economic lines during the vital 
period of recovery. The restrictions, as they varyingly affect 
different goods, will have to be relaxed progressively; it is not 
possible to envisage the immediate elimination of all import 
and export restrictions between the participating countries. 

85. When production sufficiently increases, countries at 
present maintaining export restrictions will abolish them. As 
regards import restrictions, an essential condition for the 
freer development of European trade on a multilateral basis 
is that balance-of-payments difficulties should be progres- 
sively reduced. These difficulties will diminish as production 
increases, internal stability is re-established and export trade 
expands. As they diminish, the participating countries will 
reduce progressively restrictions on their mutual trade. 

This would be facilitated by the adoption of a system of 
transferability, designed to make European currencies inter- 
changeable, as proposed by the committee of financial experts 
in Chapter II of their report, on which a meeting of experts 
is to be held in London on September 22. 

86. As soon as by this and other means the necessary con- 
ditions for the relaxation of restrictions come to exist, the 
participating countries will immediately start the liberalization 
of the mutual trade in conformity with the principles of the 
draft charter for an international trade organization. 

This will include measures, such as open quotas or open 
general licenses for certain goods, aimed at giving importers 
greater freedom of choice of source of supply according to 
commercial considerations of relative price and _ technical 
suitability. The governments of the participating countries will 


consult one another, as soon as greater flexibility in payments 
arrangements has been achieved over a sufficiently wide area, 
on these steps for the liberalization of their mutual trade, 
with which they hope other European countries will associate 
themselves. 

These steps will be designed to lead eventually to the 
complete elimination of quantitative restrictions imposed for 
balance-of-payments reasons, both within Europe and in rela- 
tion to the rest of the world, when equilibrium in balance of 
payments is achieved. 

87. As quantitative restrictions are progressively eliminated, 
tariffs will re-emerge as the principal factor influencing the 
flow of trade between the participating countries. The levels 
of these tariffs vary and they are by no means uni- 
versally high. Existing or prospective tariff levels, not only 
in Europe but also in the rest of the world are, however, 
important in the influence they may have on plans for de- 
veloping production. 

88. The extent to which the interchange ox goods is likely 
to be impeded by tariffs is, therefore, of fundamental impor- 
tance for the future development of the European economy 
on sound lines. The draft charter for an international trade 
organization offers two lines of attack on the problem of 
tariffs. It is the basic aim of the draft charter to secure the 
progressive world-wide reduction of tariffs on a multilateral 
basis, but it also provides for the possibility that groups of 
countries may wish to form customs unions. 

89. The world-wide reduction of tariffs on a multilateral 
basis is both necessary and beneficial for the European econ- 
omy. This reduction is necessary in order to provide increased 
overseas outlets for the indispensable exports from the partici- 
pating countries; at the same time, it is beneficial in its in- 
fluence on the pattern of economic activity within the partici- 
pating countries as a group. A start has been made in the 
negotiations at Geneva with a multilateral reduction of tariffs. 
It is essential that efforts should be made to secure further 
progressive reductions in tariffs on this multilateral basis, and 
in these efforts the participating countries are prepared to 
play their full part. 

90. The committee has considered the question >f customs 
unions as a means of achieving the speedier reduction and 
eventual elimination of tariffs between a group of countries. 
The advantages which the United States has enjoyed through 
the existence of a large domestic market with no internal 
trade barriers are manifest. Under different circumstances 
and on a smaller scale, the decision of Belgium, Luxembourg 
and the Netherlands to form a customs union is an instructive 
example of mutual co-operation in this field. 

91. The formation of a larger free trade area in Europe 
could be expected to lead to greater efficiency in many sec- 
tors of production and this would not only increase the wealth 
of the countries concerned, but would also be of assistance 
in solving the fundamental problem of the European balance 
of payments. 

It cannot, however, be regarded as a solution of this prob- 
lem, for this is a world problem and cannot be solved without 
the closest possible economic association with countries out- 
side Europe from which the participating countries derive 
the bulk of their essential imports. The development of trade 
with the American continent and with the rest of the world, 
including Eastern Europe, is of crucial importance for the 
participating countries. 

92. No customs union can be brought into full and effec- 
tive operation by a stroke of the pen. A customs union, par- 
ticularly between several large and highly industrialized 
countries, involves complex technical negotiations and adjust- 
ments which can only be achieved by progressive stages over 
a period of years. Special problems also arise for countries 
with a high proportion of their trade outside any proposed 
customs union, or as between countries at widely differing 
stages of economic development. 

93. Nevertheless, the idea of a customs union including as 


many European countries as possible is one which contains 
important possibilities for the economic future of Europe and 
it is in the general interest that the problems involved should 
receive careful and detailed study by governments. Several 
steps have already been taken in this connection. 

94. The governments of Belgium, Luxembourg and the 
Netherlands signed a customs convention in London on Sept. 
5, 1944. This was elaborated and interpreted in a protocol 
signed at The Hague on March 14, 1947. The Customs Union 
of Belgium, Luxembourg and the Netherlands will apply 
identical rates of duty to imports of merchandise in accordance 
with the tariff annexed to this convention. The convention 
has been approved by the parliaments of the three countries 
and will enter into force by Jan. 1, 1948. The three countries 
propose thereafter to conclude an economic union. To this 
end, proposals regarding the unification of excise and transit 
taxes will shortly be submitted for the approval of the three 
governments. In the commercial exchanges between the three 
countries a start has already been made with the relaxation of 
quantitative restrictions which have been abolished for 
certain products. 

95. The four Scandinavian countries, namely Denmark, 
Iceland, Norway and Sweden, have announced, after a meet- 
ing of the foreign ministers, which took place in Copenhagen 
on Aug. 27 and 28, that they were taking steps to examine 
immediately the possibility of an extension of the economic 
co-operation between their countries, including the question 
of the elimination, wholly or partly, of the customs frontiers 
between the four countries. 

96. A number of governments represented on the com- 
mittee of co-operation made on September 12 the following 
declaration: 

“During the course of the discussions of the committee of 
co-operation in Paris, it has been agreed that every available 
means should be found of promoting a stable and healthy 
economy in Europe within the framework of expanding world 
trade. As a contribution to the attainment of this objective, 
the possibility of forming a customs union or unions in ac- 
cordance with the principles of the draft charter for the pro- 
posed international trade organization has been raised, and it 
has been recognized that decisions to form such unions cannot 
be taken without preliminary study. 

“The governments of Austria, Belgium, Denmark, France, 
Greece, Ireland, Iceland, Italy, Luxembourg, the Netherlands, 
Portugal, the United Kingdom and Turkey have accordingly 
decided to create a study group for the purpose of examining 
the problems involved and the steps to be taken, in the forma- 
tion of a customs union or customs unions between any or all 
of those governments and any other governments invited to 
participate in the work of the study group. 

“The governments of Belgium, Luxembourg and the Nether- 
lands have agreed to act as sponsoring powers. They are ar- 
ranging for invitations to join the group to be issued to other 
states and will convene a first meeting of the study group as 
soon as sufficient opportunity has been given for other states 
to signify their desire to adhere to the study group. 

“The study group will seek to establish appropriate rela- 
tionships with the interim tariff committee to be set up under 
the general agreement on tariffs and trade, and with the in- 
ternational trade organization as soon as it is established.” 

97. The governments who have set up this study group be- 
lieve that it should be possible within three months of the first 
meeting to produce a first report describing the problems in- 
volved and the program of discussions which would be nec- 
essary between the countries wishing to form a customs union. 
These discussions would, in particular, need to include exam- 
ination of the possibilities of establishing a common tariff, as 
such examination is understood to be a necessary pre- 
liminary to any decision by governments to enter into a 
customs union. 

98. In this connection the French Government has made 
the following declaration: 
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“THE FRENCH GOVERNMENT 


“Being of the opinion that the barriers which now exist in 
the way of a freer exchange of goods and capital, and of a 
freer movement of persons between the various European 
countries, constitute one of the most important obstacles to 
the economic recovery of these countries; 

“That in the present state of the world only economic units 
sufficiently large to have at their disposal an important home 
market are able to lower the price of industrial and agricul- 
tural production sufficiently to insure, thanks to better tech- 
nique, an improved standard of living for their people and to 
allow the countries concerned to withstand world-wide com- 
petition; 

“That the present division of Europe into small economic 
units does not correspond to the needs of modern competi- 
tion and that it will be possible with the help of customs 
unions to construct larger units on the strictly economic plane; 

“That these units must not be in any way ‘autarchic’ in char- 
acter but on the contrary should increase their trade to the 
utmost with all other countries or economic groups of coun- 
tries of the maximum degree; 

“That the formation of such customs unions is foreseen in 
the draft charter for an international trade organization; 

“Declares that it is ready to enter into negotiations with all 
European governments sharing these views who wish to enter 
a customs union with France and whose national economies 
are capable of being combined with the French economy in 
such a way as to make a viable unit; 

“It will be necessary for the formation of such unions to be 
spread over a period of years long enough to allow for the 
necessary adjustments, so that the agricultural and manufac- 
turing activities in the contracting countries do not have to 
suffer a sudden change in the conditions in which they at 
present operate; . 

“The starting point for their period of establishment should 
be fixed by mutual agreement as from the moment when-the 
contracting countries have succeeded in achieving internal 
economic and monetary stability. 

“In the course of this period, steps will be taken progres- 
sively to achieve the customs unions contemplated by the re- 
duction of tariffs and the elimination of quantitative restric- 
tions. 


“THE FRENCH GOVERNMENT 


“Considers, furthermore, that the achievement of the fore- 
going would be greatly hastened and eased by such external 
help as Europe may be in a position to obtain in order to re- 
establish equilibrium in its economy and finances.” 

99. The Italian Government having, from the outset of the 
conference, raised for discussion the problem of customs 
unions, wishes to associate itself with the above declaration by 
the French Government which, in its view, is in general 
conformity with the proposals submitted by the Italian 
delegation to the committee. 

100. In order to examine the conditions under which a 
Franco-Italian customs union could be achieved, the govern- 
ments of France and Italy have decided to set up a study 
group charged with reporting to the two governments on the 
subject before Jan. 1, 1948. 

101. The Greek and Turkish governments made the follow- 
ing declaration on September 19: 

“The Governments of Greece and Turkey have already 
made known the interest which they attach to the idea of 
the creation of a wide European economic unity. They will 
offer full collaboration to the work of the study group created 
with this aim, and with the same object in mind will devote 
all their attention to the study of a regional customs union 
between these two friendly and neighboring countries.” 

102. As important to recovery as the free movement of 
goods is the free movement of the labor supply. The com- 
mittee has therefore made a series of recommendations which 
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will make easier the migration of labor from countries which 
have a surplus of man power to those in which there is an 
unsatisfied demand for labor. It is important that these recom- 
mendations should be acted upon without delay as, when 
the production programs get under way, there is enough work 
ahead in most countries to provide full employment for many 
years to come, provided that the flow of raw materials from 
the outside world can be maintained. 

103. Tourism is one of the invisible exports upon which 
the participating countries will increasingly rely as a means 
of balancing their accounts with the rest of the world. In 
this field, as in that of trade, the relaxation of restrictions 
would be of assis.ance covard the main objective. 

104. In developing projects for general European co-op- 
eration, the committee has concentrated as far as possible 
on removing the obstructions to the free flow of normal pro- 
ductive energies and trade. There are, however, fields where 
collective action is desirable to secure the most efficient de- 
velopment of European resources. Four striking examples 
are dealt with below: 

105. Firstly, a series of projects is being developed for 
common planning of the exploitation of new sources of elec- 
trical power. The plan which has been selected by the com- 
mittee provides for the erection of a series of power plants 
to exploit the hydroelectric resources of the Alps, certain 
German lignite deposits and Italian reserves of geothermic 
energy. This work involves the co-operative development of 
resources cutting across frontiers and the decisions are being 
taken without regard to national frontiers. Preparation of 
periodic revisions of a survey of European large-scale power 
resources and the study of the desirability of establishing an 
international high-tension network represent similar fields for 
continuing common planning. 

106. Secondly, the participating countries are seeking to 
increase the efficiency of production by encouraging the 
standardization of certain types of equipment. These inclade 
mining and electrical supplies and freight cars on which it is 
proposed that the international technical standards conference 
should be asked to report. 

107. Thirdly, there is the possibility of securing a more 
efficient use of freight cars by pooling arrangements and fur- 
ther transport economy might be secured by international 
study of the flows of traffic. 

108. Fourthly, in view of the high cost of installation of 
steel-producing capacity, arrangements are being made for 
the interchange of information by the steel-producing coun- 
tries about their programs of modernization and extension so 
that each country, in developing its program, may take 
account of the plans made by the others. 

109. The means of mutual help between the participating 
countries are so diverse that they cannot be listed as a series 
of measures. Much of the mutual help consists of normal 
trade and will grow accordingly as production expands; some 
of it consists of specific action between two or more govern- 
ments; some of it consists of wider governmental action in 
order to provide a general freeing of trade and payments 
arrangements; some again consists of wider governmental 
action to solve particular problems or to allocate particular 
supplies. In most of these cases other governments are in- 
volved beside those of the participating countries. 

110. Wherever suitable international machinery exists, it is 
the desire of the participating countries that these tasks should 
be effectively followed up within the framework of the 
United Nations. Many of the reports of the technical com- 
mittees accordingly state that suggestions for continued study 
of some of the production problems will be made by interested 
governments at the forthcoming meetings of the committees 
and subcommittees of the Economic Commission for Europe. 

In this way, problems which are also of concern to countries 
not represented on the committee of co-operation could use- 
fully be examined on a wider basis and for the benefit of, 
Europe as a whole. It should be noted that five out of the 


16 participating countries, not as yet being members of the 
United Nations, are not members of. the Econont$# Commis- 
sion for Europe. They are, however, being invited to attend 
the forthcoming meetings of those committees of the com- 
mission in whose subjects they are interested. It is hoped 
that the work for which this report indicates the need may be 
carried out effectively in the same spirit of co-operation and 
in a wider forum. 

111. The committee of co-operation was set up as a special 
temporary organization whose functions should consist of pre- 
paring a program of European recovery, having in view a 
period of four years. This initial work has now been com- 
pleted. The present session of the committe is therefore over, 
but there is a second stage, which is the examination of the 
report in the United States. 

The chairman, the rapporteur gene~~' delegates from 
participating countries and a number of technical experts will 
therefore hold themselves in readiness to provide the United 
States Government with information concerning the report. 
The committee may be reconvened, should this be necessary, 
at the request of the chairman, after mutual consultation. 

112. The measures outlined in the preceding paragraphs 
will continue, in practical and concrete form, the co-operation 
achieved in preparing this report for presentation to the 
Government of the United States. The experience of the com- 
mittee of co-operation in Paris has strikingly proved the value 
of joint discussion of common problems. The governments of 
the participating countries regret that other European coun- 
tries have not been able to associate themselves with this work, 
but still hope to bring about a more complete co-operation 
among all the countries of Europe. 

To this end, and with a view to continuing the work of 
economic co-operation which has been started in Paris, the 
participating countries declare their willingness to engage in 
mutual consultations and to exchange views with other Euro- 
pean countries whose resources can contribute to the solution 
of the economic problems of Europe. Such consultation will 
take place to the fullest extent possible within the framework 
of the United Nations and international economic organizations. 

113. The committee believes that if means for carrying out 
the program are made available, a joint organization to review 
progress achieved in the execution of the program will be 
necessary. The participating governments declare themselves 
ready in this event to set up such an organization by mutual 
agreement. This organization will insure, to the full extent 
possible by joint action, the realization of the economic con- 
ditions necessary to enable the general objectives to which 
each country has pledged itself to be effectively achieved. 

The organization will make periodical reports to the various 
European governments on the extent to which the program is 
being realized. The governments will supply the organization 
with all information required for th purpose. The organiza- 
tion will be of a temporary character and will cease to exist 
when the special aid necessary for the recovery of Europe 
comes to an end. 

114. The participating countries fully realize the impor- 
tance which attaches to the achievement of the program, 
through both national and collective action, for the future of 
the European economy and for the well-being of the world 
as a whole. They are determined at the appropriate time to 
make the necessary arrangements to co-ordinate its execution, 


CHAPTER VI 


Import Requirements 


115. In order to carry out their production effort, and after 
making full allowance for mutual help, the participating coun- 
tries and Western Germany need a continuous flow of goods 
and services from the rest of the world, and in particular 
from the American continent. This flow may be interrupted 
because of shortage of supplies or because of inability to pay 


for them. Such interruption would set the whole program 
back, and would create further dislocation. This reliance upon 
a continuous flow of imports is the normal state of European 
countries; it has been intensified by the war and its after- 
math, but the position is not now fundamentally different 
from what it has been for the last 50 years. 

116. An import program has been developed for these 
countries for the years 1948 to 1951. It is based primarily 
upon the work of the technical committees, which have esti- 
mated the amount of supplies likely to be available for 
participating countries and Western Germany, and have 
valued them at the prices ruling on July 1, 1947. 

For imports not covered by the technical committees, the 
various countries submitted estimates of their requirements. 
These estimates were on the basis that sufficient raw mate- 
rial imports would be provided to make possible the full 
production effort, while standards of consumption during the 
period would not exceed the levels which the various coun- 
tries would expect to be able to afford to maintain at the end 
of the period without special external aid. The resulting 
program is as follows: 


TABLE IV 


Import Program of the Participating Countries (Exclud- 
ing Their Dependent Territories) and Western Germany 

Note—The following figures indicate the quantities 
involved, and no adjustment has been made to take 
account of changes of relative prices of imports and 
exports, the figures used are not the same as those in 
computing the deficit for 1949-51. 


(Billions of dollars at prices of July 1, 1947) 


From Total From oth- 
Rest of from er non- 
Amer- Amer- partici- 





ican ican __—spating 
From con- con- coun- 
U.S.A. tinent. tinent. _ tries. Total. 
1948. 6.0 3.2 9.2 4.7 13.9 
ee 5.3 3.9 9.1 5.4 14.5 
| ar 4.8 3.8 8.6 5.9 14.5 
eS 4.3 3.9 8.2 6.2 14.4 


117. This total import program will be somewhat larger in 
volume than the normal prewar imports from these groups of 
countries. But its distribution will be very different. Before 
the war, some 45 per cent of the participating countries’ im- 
ports from the rest of the world came from the American 
continent; in 1948, the proportion will be two thirds. 

There has been a serious loss of supplies from non-Ameri- 
can sources, and the effect of this is a very large increase in the 
requirements from the American continent. This indeed is a 
main reason why the latter are high; the loss of non-American 
sources of supplies is of decisive importance. This loss cannot 
be measured precisely, but it may be roughly estimated that 
more than one quarter of the import requirements from the 
American continent at the beginning of the four-year period 
are attributable to this cause. 

118. This arises mainly from the war devastation in Eastern 
Europe and the Soviet Union. The participating countries 
cannot rely upon supplies from the Danubian granary, and 
very little is now coming westward from there. The western 
zones of Germany are unable to draw from their natural 
source of supply, Eastern Germany, and the result is that 
Western Germany now emerges as a large food importer; 
not only is the population of Western Germany one sixth 
above prewar, but it must also seek entirely new sources of 
food supply. 

Eastern European sources of timber supply have now 
ceased, and the Soviet Union’s reconstruction needs will 
make heavy calls upon them for many years to come; before 
the war, the Soviet Union and the Baltic states supplied 25 
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per cent of the sawn softwood needs of the participating 
countries, and Western Germany 40 per cent of the plywood 
and 30 per cent of the pit props. 

119. It is reasonable to expect that the westward flow of 
food and agricultural and forestry products will gradually be 
resumed. Certainly the participating countries intend to do 
what they can to encourage its resumption. But, even on 
favorable assumptions about the availability of supplies in the 
East, progress is bound to be slow, and the abnormal de- 
pendence upon the American continent will remain. 

A substantial and steady resumption of Eastern European 
food, feeding stuffs and timber supplies is assumed in this 
report; the prewar flow of cereals from Eastern Europe is 
assumed to be restored by 1951, and the supplies of timber 
are assumed to reach 75 per cent of prewar by 1951. But 
even so, the proportion of food and feeding-stuffs imports 
from the American continent is still 55 per cent in 1951, 
compared with 42 per cent in 1938, and the proportion of 
timber imports still 31 per cent compared with 24 per cent 
in 1938. 

120. The loss of supplies resulting from the war and after- 
math of war in Southeast Asia is also important. There has 


been direct loss of important foods, sugar, oilseeds, rice— 


which has forced European consumers to seek large supplies 
from the American continent. Perhaps even more significant, 
however, has been the drain upon the world’s cereals resources 
to feed these countries; the fall in Burma's rice output has, 
for example, forced many Asiatic countries to import wheat 
to keep their peoples alive, and also to divert food for home 
consumption which would otherwise be exported. Here again, 
this report assumes a steady recovery in these Asiatic supplies 
during the period; but the process is slow, and meanwhile 
there is further pressure upon American sources. 

121. The effect of this is that the participating countries 
and Western Germany must necessarily seek to develop larger 
import programs from the American continent than they 
would have done normally. The following is the program: 


TABLE V 


Import Program of the Participating Countries 
(Excluding Their Dependent Territories) and 
Western Germany From the American 
Continent 
NotEe—The following figures reflect the quantities in- 
volved, and no adjustment has been made to take account 
of changes of relative prices of imports and exports. The 
figures used are not the same as those used in computing 

the deficit for 1949-1951. 


(Billions of dollars at prices of 
July 1, 1947) 


-—1948—.— 1951—. -—Tot. 1948-51— 


Rest Rest Rest 

of of of Tot. 

USA. USA. USA 

Amer. Amer. Amer. 
Food, fertilizer iS 18 12 32.84 83 137 
Coal ia —l Re few | 


Petroleum productt 0.5 ... 055 1... 2.2 ... 2.2 


Iron & stl. a4: * <ae -* Gare sae 
Timber 0.1 0.2 O1 O01 04 O06 1.0 
Eqpt. covered by 

Technical 

Committee ae meow | fe fe 
Other imports 21 12 15 16 72 5.7 129 
Total imports 6.0 3.2 43 3.9 20.4 14.8 35.2 
Shipping services 06 ... O03 1... L7 2... 1.7 


* Negligible. 
tAmounts required from dollar sources. 


122. These imports are essential for the production pro- 
grams. The participating countries and Western Germany will 
need to maintain a continuously high level of imports from 
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the American continent long after 1951. But there are some 
elements in this program which are purely temporary in char- 
acter and arise directly from the effects of war disruption upon 
the countries’ own resources. The chief examples are shipping, 
coal, nitrogen fertilizer and certain capital equipment. 

123. In order to cover their shipping needs after allowing 
tor the shipping services which they can provide for them- 
selves and for one another, the participating countries and 
Western Germany are estimated to require 10,300,000 dead- 
weight tons of dollar tonnage in 1948. This figure will be 
rapidly reduced to 2,200,000 dead weight tons in 1951, 
which would substantially represent the shipping services to 
be rendered to the participating countries and Western Ger- 
many by the United States and other flags in the normal 
course of shipping trade. 

The need for tankers will rise steadily with the expanding 
petroleum imports, but the needs which cannot be met by the 
participating countries from their own resources are not more 
than the United States oil industry would be expected to 
provide in the normal course of business for the transport of 
its trade with the participating countries and Western Ger- 
many. : 

124. The requirements of imports of United States coal will 
likewise fall fast, as United Kingdom and Ruhr output ex- 
pands, and as increased supplies come forward from Poland. 


TABLE VI 
Solid Fuel Import Requirements of the 
Participating Countries 


(Millions of Tons) 
1948 1951 
4. & SF Se 41 6 
From Poland” ............ 17 31 
58 37 


*Including small amounts from other countries. The 
Polish figures are based upon estimates supplied by the 
Polish Government to the European Coal Organization. 


125. The program for imports of capital equipment includes 
many items which the participating countries would normally 
produce for themselves, but which they cannot yet produce 
in sufficient quantities to meet their needs over this period of 
rapid expansion. These include mining equipment, electrical 
plant and freight cars, and also, in the first year, a small 
amount of medium and light tractors. For all these items the 
participating countries and Western Germany will even in 
1948 be ab!e to provide 80 per cent or more of their require- 
ments, and their import requirements will fall steadily through- 
out the period from about $450,000,000 in 1948 to $100,000,- 
000 in 1951. 

126. Rather more important, however, are the types of 
equipment and machinery in which the United States special- 
izes. Of these items, petroleum equipment and steel plant 
will remain relatively constant at $300,000,000 a year through- 
out the period, but the requirements of heavy tractors will, as 
agricultural re-equipment progresses, decline by 50 per cent. 

The total import requirement of equipment (temporary and 
longterm) in the field covered by technical committees—the 
bulk of the total of equipment of all kinds—is $1,100,000,000 
in 1948 and falls to $600,000,000 in 1951—a sum of $3,400,- 
000,000 for the four year period, of which one third is 
agricultural machinery. Further requirements of equipment, 
ranging from replacement parts to complete machines, are 
included in “other imports,” and may be estimated at about 
$1,150,000,000 in the four years. 

127. Petroleum is one of the largest items; as explained in 
paragraph 48, a heavy increase in consumption is expected 
and the total requirements of the participating countries and 
Western Germany and their overseas territories are expected 
to rise from 48,000,000 tons in 1947 to 77,000,000 tons in 
1951. The estimates have been prepared on the assumption of 
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some continuing restrictions on gasoline consumption by 
private motorists. This expansion of petroleum consumption 
will bring consumption per head up to only about 15 per cent 
of that now ruling in the United States. 

128. Of iron and steel imports, those for finished steel other 
than sheets and tinplate will only be required in the first year. 
But the import demand for semifinished steel and tinplate will 
remain relatively constant throughout the period. A large part 
of the participating countries’ import requirements for sheets 
may be able to be met from the bi-zone of Germany. Import 
requirements of raw materials required for steel making and, 
in particular, scrap will increase during this period. The im- 
port program for the other raw material dealt with by the 
technical committees—timber—has been related to the esti- 
mated available supplies. 

129. Most of the “other” imports—that is, the imports not 
covered by the reports of the technical committees—are the 
raw materials normally needed for Europe’s economy. They 
include a wide range of materials and semimanufactures of 
which cotton and nonferrous metals are particularly inpor- 
tant. Import requirements of these raw materials will in- 
crease as production expands. 

The estimates submitted by the various countries were 
scrutinized and in certain cases adjustments were made. 
Wherever projected imports in 1948 appeared to exceed in 
quantity the imports in 1938, the figures were examined and 
inquiries made. For a number of countries, however, 1938 
was a year of very low economic activity and requirements 
would be higher in conditions of full employment and active 
production effort. 

The estimates for woodpulp for paper making were spe- 
cially examined and it was decided to reduce the stated over- 
all requirements in 1948-51 by 20 per cent because of world 
shortage of supplies; this adjustment reduced the require- 
ments to approximately the rate of supplies available in 1947. 
The figures submitted by the countries estimating for years 
ahead are necessarily subject to error, for it is impossible to 
predict the course of development of every industry. But it 
is believed that the statements show accurately the order of 
magnitude. 

130. The “other” imports contain in certain cases allow- 
ance for imports of manufactured consumer goods. The 
policies underlying the import estimates of the various coun- 
tries in this field being based on what they expect to be able 
to afford after the end of 1951 are not the same, for some can 
afford a more liberal import policy than others. It is unlikely, 
however, that this difference in import policy in the estimates 
of manufactured goods imports significantly distorts the total 
of the import program. 

131. The import program for food and feeding-stuffs repre- 
sents not the requirements but an estimate of what will be 
available for the participating countries and Western Germany. 
This is short of the requirements which were submitted by 
the countries; these show exceptionally large import needs 
in 1947-48 because of the failure of the harvest: 


TABLE VII 


Import Requirements of Food and Feeding-Stuffs From 
Nonparticipating Countries (Millions of Tons) 


"34-38 °46-47 ‘47-48 ‘50-51 
Bread grains 14.0 15.3 23.7 17.9 
Coarse grains 11.4 4.7 8.6 11.7 
Sugar 2.7 1.7 1.7 2.3 
Meat 1.7 1.6 2.1 2.5 
Fats (oil equivalent) 2.7 1.1 1.7 2.3 
Oil cake, incl. oil-cake 
content of imported 
oil seeds 5.0 1.9 3.5 5.4 


132. This series of requirements is very modest in terms of 
consumption. It provides in effect a maintenance of 1947-48 
of the consumption of bread grains in 1946-47 of 158 kilo- 


grams per year, compared with prewar consumption per head 
of 196 kilograms. The import requirement for 1950-51, as- 
suming full success of the agricultural program, is equivalent 
to bread consumption of 179 kilograms per head, or 7 per 
cent below prewar; by then, the population will be 11 per 
cent above prewar, and this explains the inadequacy of the 
imports to provide a satisfactory consumption level. Similarly 
the consumption levels aimed at in 1950-51 iu framing the 
import requirements of sugar, meat and fats are below the 
prewar level though above that which is now ruling. The 
average consumption figures conceal wide differences be- 
tween the consumption of the various participating countries. 


The consumption per head implied in the requirements is as 
follows: 


TABLE VIII 
Food Consumption Per Head 
(Kilograms Per Head Per Year) 


34-38 ‘47-48 50-51 
Bread grains 192 159 179 
Potatoes 236 228 243 
Sugar 27.4 20 | 25.2 
Meat 42.9 30 37.6 
Fats (oil equivalent) 24.1 17.0 22.6 


133. The import requirement for cereals is about 30,000,- 
000 tons in each of the four years. In the year 1947-48 the 
available supply for the participating countries and Western 
Germany is estimated at about 20,000,000 tons, and the com- 
mittee has estimated availability of 25,000,000 tons in the 
later years—the same imports as prewar, but these estimates 
are necessarily dependent on the size of future harvests and 
how the crops are organized and utilized and some improve- 
ment can be hoped for. Actual supplies to consumers will, 
therefore, fall apreciably short of the levels in Table VII 
in the current year—which is bound to set back the European 
livestock programs again. Even in 1951, cereal consumption 
will still be far below prewar. Similar adjustments were made 
to the meat and oil-cake requirements. 

134. In the last few weeks, the crop prospects have wors- 
ened considerably as the result of widespread droughts. In 
Canada, too, the wheat crop is lower than last year, while in 
the United States the maize crop has declined sharply. 

Fortunately, the United States wheat crop is the highest on 
record. Intensified collection and conservation measures will 
be undertaken by the participating countries in order to re- 
duce the adverse effects of the agricultural setback. 

But if they are to insure the maintenance of a minimum 
supply of cereals for human consumption and avoid a large 
reduction in livestock numbers which would put back the 
prospects of agricultural recovery for some years, they will 
have to receive additional assistance from oversea supplying 
countries. Such assistance may involve a great effort on the 
part of the exporting countries. The participating countries 
hope, nevertheless, that in the interests of world recovery, the 
necessary assistance will be forthcoming. 

135. It is not possible to say in advance which cereals from 
which source will go to which country. It is therefore im- 
possible to specify how much of the 20,000,000 tons of cereals 
in the current year and of the 25,000,000 tons in the following 
years will be required from the United States, or from any 
other source. A general division has been made, however, in 
order to calculate the financial figures in Tuble V; up to 20,- 
000,000 of the 25,000,000 tons which is estimated to be avail- 
able for Europe in the next few years may come from the 
American continent, and the demand upon the United States 
might vary between 8,000,000 and 9,000,000 tons. Although 
the total cereal imports into Europe will not exceed prewar, 
large imports will be needed for the American continent to 
make good the loss from other sources. 

136. It must again be emphasized that if these estimates 
are carried out, even in four years time the consumption of 
food in Europe will still be significantly below prewar, even 
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assuming full success of the agricultural programs. The hard 
fact of this report is that there is not enough food in the world 
to give Europe as much as it had prewar, and that even in 
1951 supplies will still be very short, although the fats situa- 
tion will be greatly relieved. 

137. Analysis of Europe’s import requirements from the 
American continent shows that the size of this program results 
primarily from the interruption of supplies from non-American 
sources; there are relatively few temporary imports the need 
for which will rapidly decline and there are relatively few 
long-term imports for major capital projects. Most of the im- 
ports are needed for the day-to-day running of the European 
economy. Without these running supplies, life comes to a 
stop, and the working capital of Europe, far from being in- 
creased as it needs to be, will be exhausted. 

138. This import program, which is essential for the pro- 
duction effort, raises most difficult financial questions. For it 
appears from the analysis that this is a continuing problem. 
The participating countries and Western Germany must 
continue to rely (as they have always done) on substantial 
imports from the American continent unless they are to 
reduce food standards to a point at. which they damage 
industrial and agricultural production, create unemployment 
for lack of fuel and raw materials, and abandon the production 
effort which is Europe’s one hope of recovery. 


CHAPTER Vil 


Problem of Payments 


139. The payments problem is the financial counterpart of 
the unbalanced flow of goods and services across the Atlantic. 
The financial figures are the clearest means of illustrating and 
expressing the size of the problem that exists and its bearing 
upon the common affairs of the participating countries and 
the United States. 

It is not the purpose of this report to propose solutions for 
this problem. The committee is here concerned to indicate the 
scale of the problem and to show the financial implications of 
the maladjustment between the productive power and re- 
sources of the American continent and those of the participat- 
ing countries which has resulted from the war. 

140. For this purpose, a common account has been pre- 
pared which shows the deficit of the participating countries 
and Western Germany in their trading relations with the 
American continent and with other nonparticipating countries. 
This account has been prepared on as realistic a basis as pos- 
sible. 

It must be emphasized that it is not the sum of individual 
balance of payments estimates submitted by the various par- 
ticipating countries. Independent estimating leads to incon- 
sistencies; all the countries would necessarily make different 
and incompatible assumptions about the supplies which they 
could expect to receive from the various sources. The account 
is therefore based upon the, common import program de- 
scribed in the previous chapter, together with estimates on 
the income side supplied by the individual countries. 

The account is built primarily from the experts’ view of the 
prospective commodity supply to the participating countries 
as a whole, rather than from independent and unco-ordinated 
financial estimates from the individual countries. In this way 
it presents a genuine picture of the relations between the 
participating countries and Western Germany and the Amer- 
ican continent. 

141. The analysis deals with trade with the American con- 
tinent rather than with trade with the United States itself. 
The reason for this is that in general Canada and Latin Ameri- 
ca require to be paid for their supplies in United States dollars 
or the equivalent, for their economies rest upon their ability 
to earn United States dollars by their exports to Europe in 
order to pay for their import requirements from the United 
States itself. 
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Of course participating countries have to pay dollars for 
supplies from certain other nonparticipating countries, and 
they cannot in general collect dollars for any export surplus 
which they may have with nonparticipating countries outside 
the American continent. The problem is not confined to the 
American continent, but spreads round the world. Neverthe- 
less, the main element in the problem is the deficit with the 
American continent, and the committee decided to express the 
problem in these terms without going into the special condi- 
tions arising in trade with other nonparticipating countries. 

142. The scale of the dollar problem in 1948, as revealed 
in this common account is illustrated in the following table: 


TABLE IX 


Balance of Payments of the Participating Countries 
and Western Germany in 1948. 


(Billions of Dollars) 


Other non- 
partic- 
American ipating 
continent. countries. 
Imports —9.17 —4.70 
Exports +2.16 + 4.30 
Net surplus (+) or deficit 
(—) on invisible account —0.57 + 0.38 
Dependent territories, net 
surplus (+) or deficit (—) +0.45 —(),22 
Total —8.03 —0.24 


Estimated imports include $918,000,000 for equip- 
ment, other than ‘agricultural-and mining machinery,. to 
which special ‘considérations apply. (See Paragraph 
CXXXIX). If imports of equipment were financed by 
loans from the International Bank or other credit oper- 
ations, the deficit to be dealt with by other means would 
be reduced to —7.11. 


143. Unless means can be found of filling this gap, Europe 
will be unable to receive the flow of goods and services which 
its recovery requires, and a catastrophe will result. 

144. It must be emphasized that the table does no more 
than illustrate the prospective size of the dollar deficit in 
1948. It does not state how much special aid is required. This 
is because some of the deficit can be covered by other means; 
loans from the International Bank, to the extent that they are 
actually used in 1948, contribute toward filling the gap; so do 
other forms of lending; so does the expenditure of other fi- 
nancial resources by the participating countries. But at the 
same time it is clear that these other resources can fill only a 
relatively small part of the gap, and most of the participating 
countries will have dollar payments to make in other parts of 
the world as well. 

145. The reasons why the deficit with the American conti- 
nent is of this size are explained in the appended report of 
the balance-of-payments committee. The normal pattern of 
trade between the participating countries and Germany and 
the American continent was a substantial deficit against the 
former on trading account; this deficit was $1,450,000,000 
in 1938. This adverse trade balance was offset by the .par- 
ticipating countries’ earnings on invisible account, by the 
sale of colonial produce to the United States, and by earn- 
ings of dollars from sales to the rest of the world. This was 
the customary process of multilateral trade. 

146. All these factors have been distorted by the war. The 
foreign investment income is gone, there is a big dollar bill 
for shipping services; tourist income has not yet recovered. 
At the same time, the loss of other sources of supply has 
forced Europe to turn to the American continent for essential 
supplies on a much greater scale than before, and prices have 
increased heavily; the dislocation of industry by the war has 
tended to damage particularly industries and agriculture 
which contributed most to Europe’s dollar income. The 
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destruction in the Japanese war has turned the net income 
from sales of rubber, tin and other dollar-earning colonial 
products into a net expenditure. Finally, the shortage of 
dollars generally has made it hardly possible for Europe to 
earn dollars by sales to the rest of the world. The size of the 
deficit results from the cumulative effect of all these forces. 

147. The full effect of this is only now becoming apparent. 
In the first postwar year, much of Europe was still disorganized 
and could neither get the supplies it needed nor would it 
have been in a position to make full use of them. Prices were 
still held down—a factor of great importance, for a change of 
only 10 per cent in Europe’s import prices from the American 
continent is equivalent to nearly $1,000,000,000 a year. Many 
participating countries still had financial reserves, and there 
were generous credits from the United States and Canada. 
In order to get industrial and agricultural production under 
way, supplies are needed on a much larger scale than Europe 
had in 1946. 

148, In order to illustrate the size of the deficit with the 
American continent in another way, estimates were made by 
nine of the participating countries and the bi-zone of Ger- 
many of their 1948 current deficit with the American conti- 
nent. These estimates were made by the countries themselves, 
on a number of specific assumptions, of which the most im- 
portant were the maintenance of mid-1947 prices, the full 
availability of supplies and imports limited only in accordance 
with what the country would be able to afford at the end of 
1951. 

The results do not, of course, represent these countries’ 
forecasts of what their deficits will be in the year 1948 on 
their present policies, for most of the participating countries 
are now forced by sheer necessity to work on quite different 
assumptions. The following are the figures: 


TABLE X 


Deficit of certain participating countries and Western 
Germany with the American continent in 1948° 


(Billions of dollars) 


Belgium 0.32 
Denmark 0.21 
France 1.76 
Bi-zone of Germany 1.15 
Germany, French zone 0.12 
Greece 0.51 
Italy 0.93 
Netherlands 0.63 
Norway 0.05 
Sweden 0.15 
United Kingdom 2.63 


*It does not follow from this table that the relative 
shares of individual countries in the total deficit will 


be the same in subsequent years as they are estimated 
to be in 1948. 


149. The total of these figures is $8,460,000,000. When 
adjustment is made for the participating countries which were 
unable to supply this information, for the lack of availability 
of supplies and for the deficit of the dependent territories, 
this total is broadly consistent with the common account in 
Table IX. It must be emphasized that these figures do not 
represent the need of each country for special aid; the deficit 
with the American continent is the largest element in the 
dollar problem of every country, but there are special circum- 
stances in every case. 

150. The consequence of the European recovery program 
is to reduce the dollar deficit progressively from 1948 to the 
end of 1951. In order to illustrate the rate at which it could 
be reasonably expected that the deficit would fall—assuming 
those favorable conditions which are described in Appendix 
D, Annex B—a common account was prepared for the period 
1948-51 which is shown in the Tables XI and XII. 


TABLE XI 


Deficit with the American Continent of the 
Participating Countries (Including 
Their Dependent Territories) and 
Western Germany 1948-51 
(Billions of dollars) 
1948 1949 1950 1951 Total 


U. S. A. 5.64 4.27 3.28 262 15.81 
Rest of Amer. cont. 1.94 1.82 1.30 0.91 5.97 
Total 7.58 609 458 3.53 21.78 
Deficit of dependent 
territories 0.46 0.26 0.07 0.13° 0.66 
Total 8.04 6.35 465 340 22.44 
* Surplus. 


151. The estimated imports, as explained in Paragraph 
CXXXII, include equipment, as well as commodities (food, 
coal, oil, etc.). Agricultural machinery and mining machinery 
rapidly increase the output of food and coal and may be re- 
garded as current rather than capital items. If equipment 
(other than agricultural and mining machinery) were financed 
by loans from the International Bank, or other credit oper- 
ations, the deficit remaining to be dealt with would be as 
follows: 


TABLE XII 
(Billions of Dollars) 


1948 1949 1950 1951 Total 
Deficit shown in 8.04 635 465 3.40 22.44 
Table XI 
Less equip assumed to 
be financed by Inter- 
national Bank, etc. SS 2 73 #4 -32i8 


7.12 546 3.93 2.80 19.31 


152. It is clearly desirable that the largest possible contri- 
bution for covering the deficits should be made by means of 
loans by the International Bank, and the Bank’s recent report 
shows the important part which it should be able to play. Some 
of this deficit too, could be covered by private investment, or 
by the repatriation of capital after the restoration of internal 
financial stability. 

But it must be noted that private investment projects do 
not contribute to the problem in the terms in which it has 
been expressed above, if the proceeds are used for the pur- 
chase of imports of capital equipment which are not provided 
for in the present national estimates. 

153. As against the tentatively estimated deficit with 
the American continent over the years 1948-51, there is a 
tentatively estimated surplus during those years with other 
nonparticipating countries to the amount of $2,810,000,000. 
But, as stated in Paragraph CXLV, it will not be possible to 
offset this surplus against the dollar deficit with the American 
continent unless there is a sufficient flow of dollars to other 
nonparticipating countries. 

154. The imports of equipment from the American conti- 
nent to which reference is made in Paragraph CXXVI are 
analyzed in the following table: 


TABLE XIII 


Participating Countries (Excluding Dependent Terri- 
tories) and Western Germany: Imports of Equipment 
From the American Continent 

The following figures indicate the quantities involved, 
and no adjustment has been made to take account of 
changes of relative prices of imports and exports. The 
figures used are not the same as those used in computing 

the deficit for 1949-51: 


(Millions of U.S. Dollars) © 
At Prices of July 1, 1947 


A. Equipment to create new capacity or 
restore or replace damaged capacity— 
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(I) Goods covered by technical committees: Total 
1948 1949 1950 1951 1948-51 
Electrical equipment 150 175 125 50 = 500 


Petroleum equipment 50 51 52 49 202(a) 
Steel plants 100 100 100 100 = 8= 400 
Total 300 326 277 #199 1,102 
(II) Goods not covered by tech- 
nical committees 287 287 287 287 1,148(b) 


B. Other equipment— 
(I) Goods covered by technical 
committees (other than 
agricultural and mining 
machinery ): 
Petroleum equipment 118 96 64 75 353 
Inland transport equip- 


ment 203 177 81 29 490 
Timber equipment 10 9 7 6 32 
Total 918 895 716 596 3,125 


Agricultural machinery 370 313 268 237 1,188 
Mining machinery 80 34 46 40 220 
(II) Goods not covered by 
technical committees 
(c) NA NA NA 
Total equip- 
ment (d) 1,368 1,262 1,030 873 4,533 


(a) One or two major projects involving equipment 
from United States sources have been omitted from these 
figures as it has been found difficult to provide accurate 
estimates. 

(b) Some governments were unable to estimate how 
this total of 1148 is spread over the four years. It is as- 
sumed that it is spread evenly. 

(c) Most governments were unable to estimate the 
value of equipment falling under Heading B above, to be 
imported from the American continent, owing to the un- 
certainty of the markets from whuch such equipment will 
in fact be obtained. 

(d) Total for which estimates are available. 


NA NA 


155. The progressive annual reduction of the deficit reflects 
the fall in the participating countries’ need for certain types 
of imports from the American continent, partly as a result of 
increased production in Europe and partly because of the 
availability of more supplies from the rest of the world. Of 
equal importance, however, is the growth of exports to the 
American continent which is the only means, in the long run, 
by which the participating countries can maintain their im- 
ports from the American continent. 

The following table shows the export development which is 
provided for in the analysis: 


TABLE XIV 


Exports to the American Continent 1948-51 
(Billions of Dollars) 


U.S.A. Rest of American Continent 
1948 0.85 1.31 
1949 L.1l L72 
1950 1.23 2.14 
1951 1.48 2.46 


156. At the end of the period, again on favorable assump- 
tions, it is estimated that the participating countries and 
Western Germany will have a substantial surplus on current 
account with other nonparticipating countries. For the year 
1951 this is estimated at $1,800,000,000. If there is a sufficient 
flow of dollars to the rest of the world to enable the partici~ 
pating countries to earn dollars or their equivalent for this 
surplus, it will be possible to offset this surplus against the 
dollar deficit with the American continent. This would indeed 
represent a restoration of the normal means by which Europe 
dealt with its dollar deficit. But it implies that all other 
countries in the world must be able to earn enough dollars for 
this purpose. Given such conditions, the participating coun- 
tries and Western Germany would be close to a balance by the 
end of 1951 and such deficit which continued to exist would be 
of dimensions which would be manageable without special aid. 
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157. The facts revealed by the committee’s analyses, how- 
ever, show that the problem of Europe’s deficit with the 
American continent is one which cannot be solved in less than 
four years, and which cannot ultimately be solved until the 
basic maladjustment which causes it has been righted. 

This maladjustment, of which the dollar shortage is the 
symptom, is a potential danger to the stability of the postwar 
world. It is not only a problem of Europe and the American. 
continent; it is a problem of the balance of the whole world 
economy. 

158. The European recovery program can go part of the 
way to provide a solution. The expansion of production in 
the participating countries and in Western Germany on the 
scale envisaged in Chapter III will make possible a reduction 
in imports from the American continent of goods which these 
countries can produce efficiently and have normally produced 
in the past. 

The development of production in dependent territories will 
have the same effect. The modernization of European industry 
wil! increase these countries’ ability to produce goods on an 
efficient and competitive basis and thus be able to achieve a 
rapid expansion of exports to the American continent. 

159. But the action which the participating countries can 
take is limited. The power to correct the maladjustment is 
not theirs alone. The maladjustment can never be corrected 
on a basis of expanding trade unless market conditions in 
the American continent permit Europe to sell goods there in 
steadily increasing quantities and permit other countries to 
earn dollars there and use them to purchase from Europe. 

The participating countries will undoubtedly be able to 
stand on their own feet if all currencies in the rest of the world 
are convertible, and if the trade pattern is such that they 
can remain convertible. The solution of the world problem is 
decisive for the participating countries’ future. In the initial 
period of the European recovery program, the contribution 
to this world problem which Europe can make by its own 
exertions is of prime importance. But as the four-year period 
develops, the world considerations rather than those of Euro- 
pean production itself will be decisive. 


CHAPTER VIII 
Conclusions 


160. In this report the participating countries have set out 
their line of approach to the problem that confronts them. 
The discussions in Paris have resulted in the formulation in 
common of a European recovery program. The task is so 
great that it cannot be brought to completion in less than 
four years. It will go forward in a series of stages, the achieve- 
ment of each of which will bring Europe nearer the goal. 

161. The participating countries are determined to over- 
come their difficulties as far as they can by their own exertions 
and the realization of the four-year program will restore the 
prewar level of agricultural production in the participating 
countries as a whole and will exceed it in coal, steel and 
manufacturing industry generally. The scale of this effort 
will not only solve the immediate production problem but will 
also provide the basis for a further raising of European pro- 
duction in the following years to levels never before contem- 
plated in Europe. This is the foundation for a sound and 
workable European economy which can once again play its 
full part within the wider framework of world trade. 

162. The creation of internal financial stability in certain 
countries is a necessary condition for the accomplishment of 
their production programs and for their full co-operation with 
other participating countries. In certain cases undertakings 
have been given by the governments concerned of their 
resolve to carry out as part of the European recovery pro- 
gram a program of stabilization whose success will, to a large 
extent, depend on supplementary external resources. 

163. The expansion of production will involve continuously 
increasing measures of mutual help between the participating 


countries which will increase their ability to cover their own 
requirements. The maximum use will be made of the partici- 
pating countries’ own raw-material resources and productive 
capacity. This process will be stimulated by the measures 
which will be taken to secure progressive relaxation of import 
restrictions and to improve the payments arrangements be- 
tween the participating countries. 

Tariff barriers are less important at present, but many of 
the participating countries are now engaged upon negotiations 
for multilateral tariff reductions and arrangements have been 
made for examining the possibility of creating customs unions 
between some or all of the participating countries. In addition 
to this general co-operation there are a number of specific 
pieces of mutual help which have been organized at Paris, 
particularly in the common planning of the use of natural 
resources. 

164. Arrangements have been made for continuing this 
work of mutual help and consultation begun in Paris both 
through the United Nations machinery and in other ways. A 
joint organization charged with the task of reviewing progress 
made in the execution of the program is also contemplated. 

165. Even after taking full account of the supplies which 
they can produce for themselves and which they can hope to 
obtain from the rest of the world the participating countries 
will require large quantities of food, fuel, raw materials and 
some capital equipment from the American continent. 

166. Adequate aid in 1948 is of decisive importance, for 
the program cannot get fully under way without these sup- 
plies. The combined deficit with the American continent in 
1948 is $8,000,000,000. This is not stated in the report as 
a request for special aid to that extent, for some of the deficit 
may be covered by loans from the International Bank, pri- 
vate investment or other means. The figure of $8,000,000,000 
is attributable more to lack of supplies available from Eastern 
Europe, Southeast Asia and other non-European sources 
than to an increase in the total import requirements of the 
participating countries. 

167. A continuing flow of goods and services will be re- 
quired from the American continent in the further period 
1949-51 but the dollar deficit will steadily diminish. The 
total dollar deficit over the four-year period 1948-51 is esti- 
mated at $22,400,000,000, a part of which can be met from 
the International Bank and sources other than special as- 
sistance. These estimates imply no extravagant importing. 
Food consumption at the end of the period will be less than 
the prewar level per head and the estimates are framed on 
the basis that in many countries restrictions on consumption 
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of food, clothing and gasoline (for nonessential purposes) 
will continue to be necessary. 

168. In the last year, 1951, the estimates show a deficit with 
the American continent of $3,500,000,000. Given favorable 
world conditions which will enable the participating coun- 
tries to earn dollars by their sales to non-American countries 
this figure would imply that the participating countries would 
be near balance by the end of 1951. Certainly the deficit 
after the end of 1951 on these assumptions should be of 
dimensions which will be manageable without special aid. 

169. The committee’s analysis of the payments problem be- 
tween the participating countries and the American continent 
shows that the task of achieving and maintaining a balance 
is a formidable one which the participating countries cannot 
solve by their own efforts alone. They can and will make 
their full contribution to its accomplishment. 

By modernizing and increasing their production, by 
stabilizing their internal economy, and by helping each other 
they can reduce over a period of time the amount of supplies 
which they need to buy from the American continent, and 
at the same time they can produce more goods for export. 
But no balance can be reached at a high level of trade unless 
the market conditions allow these goods to be sold. 

170. The problem which the committee of co-operation has 
been working to solve in Paris is the aftermath of the war. The 
committee now submits its proposal for the necessary restora- 
tive action on the European side by production stabilization 
and co-operation between the participating countries as well 
as by measures to stimulate the free flow of goods and services. 
These proposals are reinforced by definite and specific under- 
takings by each of the countries concerned. 

But these undertakings can be successfully carried out only 
with the assurance of a continued flow of goods from the 
American continent. If that flow should cease the results would 
be calamitous. Europe’s dollar resources are running low. One 
country after another is already being forced by lack of 
dollars to cut down vital imports of food and raw materials 
from the American continent. If nothing is done a catastrophe 
will develop as stocks become exhausted. 

If too little is done and if it is done too late it will be 
impossible to provide the momentum needed to get the 
program under way. Life in Europe will become increasingly 
unstable and uncertain; industries will grind to a gradual halt 
for lack of materials and fuel and the food supply of Europe 
will diminish and begin to disappear. 

171. In these circumstances the participating nations have 
welcomed the opportunity to prepare and present to the 
U.S. a statement of their plans and requirements. Through 
meetings between representatives of the U.S. and of the par- 
ticipating nations the details of that statement can be filled 
in and the means of recovery more precisely defined. 

172. In the last analysis, the external means of recovery can 
in largest measure only come from the United States, which 
has by its assistance in the last two years already rescued 
Europe from collapse and chaos. Unfortunately the size of 
the problem has proved greater than was expected. The dis- 
ruption caused by the war was more far-reaching and the 
obstacles to recovery more formidable than was realized even 
six months ago. 

This report contains, it is believed, a realistic appreciation 
of the situation. In this report the participating countries have 
set out the facts as they see them and on the basis of those 
facts have formulated a recovery program. Their program is 
based upon the fullest use of their existing productive capacity. 
In drawing it up they have sought to reduce their needs from 
the American continent to the minimum consistent with its 
achievement. The American people, through their Govern- 
ment and their Congress, will consider this program to deter- 
mine whether the means can be found of supplying those 
needs. On their decision will depend whether Europe can 
achieve economic stability and thereby be enabled to make 
her full contribution to the welfare of the world. 
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Offer of U.N. Seat 
For Argentine Wheat 


All plans of the U.S. Government 
for emergency help to Europe give 
first consideration to France and Italy, 
not Britain. The reason is that Ameri- 
can officials are convinced the British, 
despite their present plight, have suf- 
ficient resources to get through most 
of the winter, particularly since $400 
million of the U. S. loan still is on tap. 


oo 9 


Russia is not expected to give dip- 
lomatic recognition to a Communist- 
influenced government of rebels in 
Northern Greece immediately. What 
U.S. experts look for is this: The 
guerrilla regime may be recognized 
first by Albania or Bulgaria. If the 
reaction to that is favorable, then 
Yugoslavia would extend recognition. 
Formal approval by Moscow is not 
likely until much later. 


oo 98 


Some members of the U.S. Admin- 
istration seriously considered reviving 
rationing in America as a means of as- 
suring food for Europe. The idea was 
dropped, however, when it was found 
it couldn't be set up under existing 
laws. Nobody was willing to ask Con- 
gress to pass a new law for a civilian 
program of rationing. 


oo 90 


A supreme effort is being made to 
get Argentina to share its wheat with 
the hungriest nations of Europe. If 
Argentina will co-operate in shipping 
wheat where needed most, the U. S. is 
prepared to support Argentina for the 
important place on the U. N. Security 
Council being vacated by Brazil. 


oo 9 


President Peron of Argentina sees 
a chance to pick up some world 
prestige at what may turn out to be a 
bargain rate. Argentina can get U.S. 
backing for a seat on the U.N. Se- 
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Insistence of Russia 
On German Payments 


curity Council if it will join the Inter- 
national Emergency Food Council 
which parcels out bread grains. How- 
ever, the Council operates on a con- 
sent basis and, once inside, Argentina 
still would be able to maneuver both 
for high prices and dollar payments 
for grain. 


o 0 9 


Russia has no intention of unifying 
Germany unless Soviet demands for 
reparations are met in full. That is 
what Premier Stalin told U.S. Secre- 
tary of State George C. Marshall dur- 
ing their Moscow conversation, and it 
still stands. 


o 0 O90 


Even before the Marshall Plan re- 
port was released in Paris, the U.S. 
State Department had temporarily put 
aside long-range plans for Europe to 
work on an emergency program. For 
two weeks or so, the top priority of 
business for the “Kennan group,” 
which co-ordinates U.S. policy, has 
been stop-gap aid to tide Europe over 
its immediate needs. 


oo 90 


In spite of the need for production 
and man power at home, Britain’s 
Labor Government is co-operating 
with Australia and other Dominions 
in their emigration programs which 
are drawing young workers out of 
England. Help coming from the Do- 
minions in England’s time of crisis is 
giving the British more aid than could 
be realized by keeping workers home. 


oo 90 


Big industrial groups in the U.S., 
the companies that will be called upon 
to supply the bulk of the goods Eu- 
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Communists’ Designs 
On King of Romania 


rope wants for its four-year plan, are 
preparing their own analyses of the 
recovery report that came out of Paris. 
The information and the views busi- 
nessmen come up with will have a 
strong influence on congressional 
action. 


oo 90 


U. S. officials in Greece do not count 
on the amnesty offer of the Athens 
Government to end the civil war. Un- 
der the amnesty, rebels who quit 
fighting are promised safety and Gov- 
ernment jobs. The U.S. view is that 
few of the guerrillas will accept. The 
feeling is that the surrender invitation 
was made chiefly to pave the way for 
all-out military campaigns against the 
rebels this autumn or next spring. 


oo 90 


Oil output inside Romania is drop- 


' ping off sharply. Trouble is that Russia, 


which controls producing companies, 
will not permit shipments to the West. 
Consequently, the oil companies can- 
not get equipment they need urgently. 
equipment that can be supplied only 
by Western manufacturers. 


o 0 90 


Although no date has yet been 
agreed upon for a Japanese peace con- 
ference, American officials are certain 
that the work of drafting peace terms 
will be well advanced before the com- 
ing winter. It still is not known 
whether the Russians will take part or 
will boycott the conference. 


o 0 Oo 


The Communists in Romania are 
quietly closing in on King Michael. 
The old Royal Guard, completely 
faithful to the King, has been replaced 
recently by a military unit controlled 
by the Communists. Every man in it 


has had Russian training and indoc- 
trination. 
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America the Provider —T obacco 


OBACCO growing and exporting is one of our country’s oldest 
occupations. The U.S. is the largest producer and exporter 
of tobacco —and at the same time, its second largest importer. 








One of the most lucrative cash crops in the country, tobacco 
is raised on nearly 600,000 farms. It contributes nearly one 
billion dollars to the total farm income of some twenty-five 


Every 3 seconds 
@ customer is 
served overseas 


billion. Production is more than two billion pounds annually. 

Belief that ‘‘divine tobacco’’—as it is called by Spenser in 
‘*Faerie Queene’’— was a panacea for every known disease was 
in no small degree responsible for the spread of the habit of 
smoking. Tobacco is now raised all over the world except in the 
polar regions. But differences in soils, climates and preparation 
produce a wide range of qualities, and make tobacco an impor- 
tant commodity in international trade. 

A producer of exports may never realize how much his price and 
profit depend on the proper financial servicing of overseas ship- 
ments. That is where National City’s half-century of experience 
in foreign banking proves invaluable. For specific details about 
foreign exchange, credits, trade information, and our world-wide 
branch system, consult our Officers at Head Office or any Branch. 


THE NATIONAL CITY BANK 
OF NEW YORK 


Head Office: 55 Wall St.. New York e 65 Branches in Greater New York 


Write for color-iilustrated booklet describing ‘*Overseas Banking Service.” 
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